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LETTER OF TRANSMITTAL 





Hon. Cuinton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuHatrMANn: Transmitted herewith for the information 
of the Joint Committee, the Congress, and the public is volume I of 
Selected Materials on Atomic Energy Patents. Volume II, pertaining 
to international aspects of atomic energy patents is expected to be 
ready for distribution in the near future. The Subcommittee on 
Legislation of the Joint Committee has scheduled public hearings on 
these subjects, including possible amendments to chapter 13 of the 
Atomic Energy Act of 1954, from April 21 to 24, 1959. 

The Atomic Energy Commission had not yet submitted its formal 
legislative proposals when this publication ‘‘went to press,’”’ but a draft 
bill and analysis were forwarded by AEC for publication with this 
print, and these are included at pages 15 through 24, together with 
pertinent background correspondence. 

Also included are excerpts from the U.S. Constitution and pertinent 
statutes, the views of the three members of the AEC Patent Advisor 
Panel, certain charts, statistics and information obtained from AEC 
and the Patent Office, statements from the AEC April 15, 1958, meet- 
ing on this subject, and excerpts from special articles and reports 
on atomic energy patents. 

It is hoped that these materials, printed in advance of the hearings, 
will prove helpful to committee members and all other interested 
persons. 

Cuer Ho.irte.p, 
Chairman, Subcommittee on Legislation. 











CONTENTS 





Letter of tramentiitel... « ..... i... ccseqequewswbasscsccnuisscsensseuossine 
Cimber 5. SR kbp nas cane dietnninamntendesdeiatebne 
Chapter II. Excerpts from U.S. Constitution and statutes 
The constitutional provision . 2... . ~~. - 22. 22. ces ce sot sen nwcccecee 
The Atomic Energy Act of 1954 
Title 35, United States Code 
CORSET BE. (ee ONE Mo cn castc gnocchi phepathenensteeenssteneas 
Background correspondence 
ARG propdse@ BER San Soa. SC ORL UL RS ee 
Comparative bill (prepared by AEC)-_--..........-.-.------------ 
Section by section analysis (prepared by AEC) 
Chapter IV. Views of AEC Patent Advisory Panel 
EOMEIIIIIN 3 2c. tn rasttsc pairs bone camden aemuaaenneenin 
Chart outline of views of panel members (prepared by AEC)__..--.-. 
Sapennte. sepert: of Nir: Gomes iis daa cab ade cenccccnseccescaccs 
Memorandum of Mr. Dienner 
Beeemenemeen 66 DP. Css 8 cocdicimiiaeedtintnananint 
Excerpts from “‘1947 Report of Patent Advisory Panel’”’__......-.-- 
Chapter V. Charts, statistics, and information on atomic energy patents_-. 
Charts prepared by Patent Office... .........................--.- 
Statistics and information reported by AEC to Joint Committee____- 
AEC report to Senate Subcommittee on Patents, Trademarks, and 
CI esa dl mentee echt he tieitimitantatini ctl teaaiaai ama bigcaidlh tating 
Miscellaneous correspondence with Patent Office 
Miscellaneous correspondence with AEC__...._...---.------------ 
Chapter VI. Excerpts from AEC meeting of April 15, 1958 
BAR ADR De oibindn cttng eos tdéabontnnscnsedésnndsaaee 
Casper Ooms, Patent Advisory Panel ---..-.........-.-------.--.- 
Harold Silver, Allis-Chalmers Manufacturing Co 
Anthony Cennamo, Industrial Nucleonics Corp__..........-.---.-- 
Richard Whiting, American Patent Law Association 
Paul Nelson, National Rural Electric Cooperative Association 
Richard Mackey, General Electric Co 
\ fe ee 8 gs i ee er ee 
C. F. Bryant, Combustion Engineering, Inc_..............-.------ 
Alex Radin, American Public Power Association 
Fred Kremer, Jr., Armour Research Foundation___-............-.-- 
Atomics International, North American Aviation, Inc 
William Krebs, Atomic Industrial Forum, Inc_................-.-- 
Chapter VII. Patent policies of other Federal agencies. ............-.-.-- 
1947 report of Attorney General to President __-..........-..-.---- 
Forman “Patents, Their Ownership and Administration by the U.S. 
CHORE: © SONI Boca sincien: cick esibn cieg tn dekh es saaibice ciaanisianonie eialioates 
Report of Senate Subcommittee on Patents, Trademarks, and Copy- 
rights (1959) 
RNR 6. SRA wn cacicncnssdcempuciatnenntceduntinhnenaamh 
Chapter VIII. Articles on atomic energy patents__..............--...- 
Boskey, ‘‘Some Patent Aspects of Atomic Power Development’ - ---_- 
Ooms, “Some Suggestions Relating to Patnet Provisions in Atomic 
Energy Legislation To Protect the Public Interest’”’............-- 
Riesenfeld, ‘‘Patent Protection and Atomic Energy Legislation” 
Chapter IX. Bibliography 





SELECTED MATERIALS ON ATOMIC ENERGY 
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CHAPTER I. INTRODUCTION 


Before adjournment of the 85th Congress in late August 1958, the 
chairman and vice chairman of the Joint Committee directed the 
committee staff to undertake certain studies during the congressional 
recess. One of these studies pertained to atomic energy patents, and 
possible amendments of chapter 13 of the Atomic Energy Act with 
respect to inventions and patents. Accordingly, the committee staff 
with the assistance of an informal advisor saea prepared the follow- 
ing outline indicating the areas to be studied. 


Atomic Enercy PAtTEents 


OUTLINE 
I. Introduction: 
A. Brief summary of AEC patent policies and procedures. 
B. Comparison with other Raden adenttix 
II. Atomic energy patent applications and grants under 1946 and 
1954 acts—numbers and scope: 
A. By Commission. 
B. By others. 
III. Analysis of special provisions of 1954 act, AEC regulations, and 
experience: 
A. Compulsory licensing provisions (sec. 153)—expires as to 
applications filed after September 1, 1959. 


B. Inventions conceived under Commission contract “‘or 
other relationship” (sec. 152). 

C. Inventions in atomic weapons field (see. 151). 

D. Award system (sec. 157). 

E. Reporting requirements and procedures in Patent Office 
(secs. 151, 152, and 153). 

F. Antitrust and encouragement of competition (secs. 153, 
158). 

G. Others. 


IV. Special problems: 
A. Activities of former AEC employees and contractors. 
B. Others. 
V. International patent problems: 
A. Comparison with atomic energy patent provisions of 
other countries. 
B. Problems of patent protection abroad. 
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Chapter I of this print is intended to serve as a brief introduction of 
the materials which follow. 

Chapter IT includes excerpts from the U.S. Constitution and stat- 
utes. The constitutional clause in article I, section 8 provides that 
Congress shall have power “‘to promote the progress of science and use- 
ful arts, by securing for limited times to authors and inventors the 
exclusive right to their respective writings and discoveries.’”’ Excerpts 
have also been included in Chapter II from the Atomic Energy Act 
and from the general patent laws contained in title 35 of the United 
States Code. 

Chapter III then sets forth certain correspondence between the Joint 
Committee and the AEC, and a draft bill and section by section anal- 
ysis as prepared by AEC. The AEC letter of March 16, 1959, signed 

Acting Chairman Libby, which forwarded this bill, stated that the 
ommission had not yet received complete views and advice from other 
Federal agencies, and that it might, therefore, submit certain modifica- 
tions to the proposed bill prior to the patent hearings. In this pro- 
posed bill the Commission has recommended amendments to sections 
151, 152, 153, 155 and 157 of the act, and deletion of present section 
158. Section 5 of the AEC draft bill recommends that subsection h of 
section 153, the so-called “compulsory licensing” section, be amended 
by extending the expiration date another 5 years, from September 1, 
1959, to September 1, 1964. 

Chapter IV of the print reprints in full the views of the members of 
the AEC Patent Advisory Panel, as forwarded to the Joint Committee 
by AEC letter dated March 4, 1959. Also included is a chart, as 
prepared by AEC, indicating in outline form the views of each of the 
three members of the Patent Advisory Panel (Mr. Ooms, Mr. Dienner, 
and Mr. Brown) as to each subsection of each present section of the 
act. In addition, there have been reprinted certain brief excerpts 
from the 1947 report of the Patent Advisory Panel. 

Chapter V of this print includes certain charts, statistics and in- 
formation on atomic energy patents, as furnished by the Patent Office 
and AEC. The Patent ce charts indicate trends in filing patent 
applications from 1946 to present. The AEC has provided certain 
information in response to questions from the Joint Committee and 
also from the Senate Subcommittee on Patents, Trademarks, and 
Copyrights. Also included in chapter V are miscellaneous correspond- 
ence between the Joint Committee, the Patent Office and the AEC 
concerning access to applications and other matters. 

Chapter VI of this print includes excerpts from the meeting held at 
AEC headquarters on April 15, 1958, on AEC patent practices and 
policies. Representative statements from industry spokesmen, from 
the American Patent Law Association, and other groups, have been 
reprinted. 

Chapter VII of this print includes excerpts from reports on patent 

olicies of other Federal agencies, including the 1947 Report and 

Recsamesniitions of the Attorney General to the President. on 
Government Patent Practices and Policies. Brief quotations have 
also been reprinted from the recent (March 9, 1959) report of the 
Senate Subcommittee on Patents, Trademarks, and Go ights, 
which indicates that of 18 different Government agencies, preliminary 
studies conducted by the subcommittee revealed no uniformity of 

licy followed by chai agencies in regard to their patent policies. 


he subcommittee report states further that it is continuing its 











ATOMIC ENERGY PATENTS 3 


investigations, and that reports will be issued of each agency in turn 
and then an overall final report discussing the problems and outlining 
the additional facts needed for informed legislative judgment. 

In preparing for these hearings, the staff of the Joint Committee 
has worked andl with and has received valuable assistance and 
cooperation from the staff of the Senate Subcommittee of the Judiciary 
on Patents, Trademarks, and Copyrights. 

Chapter VIII of this print includes three law review articles on 
atomic energy patents by recognized legal authorities. 

Chapter IX includes a bibliography of atomic energy patent ma- 
terials, as prepared by the Library of Congress. 

The committee staff is continuing to obtain additional information 
concerning atomic energy patents, and has requested further reports 
from AEG, particularly as to how it protects the Government’s 
interests with contractors who also have extensive private atomic 
activities, and as to procedures for review of patent applications b 
former employees. Such additional information and statistics will 
be incorporated into the record of the hearings. 

In preparing for the hearings, the Joint Committee staff has received 
valuable assistance from two consultants, Mr. William K. Chipman 
of the University of Wisconsin Law School, and Mr. Bernard Wohlfert 
of the Department of Justice. 





The committee has also obtained certain studies and reports per- 
taining to atomic energy patents in the foreign field which were not 
completed at the time of publication of this print, but which will be 
published and distributed as an addendum in the near future, and 
prior to the hearings, scheduled for April 21-24, 1959. 











CHAPTER II. EXCERPTS FROM U.S. CONSTITUTION 
AND STATUTES 


THe CoNsTITUTIONAL PROVISION 


Arr. 1, sec. 8. The Congress shall have power * * * To pro- 
mote the progress of science and useful arts, by securing for limited 
times to authors and inventors the exclusive right to their respective 
writings and discoveries. 

7 * * * * * * 





Tur Atomic Eneroy Act or 1954 


Secrion 1. Dectaration.—Atomic energy is capable of applica- 
tion for peaceful as well as military purposes. It is therefore declared 
to be the policy of the United States that— 

a. the development, use, and control of atomic energy shall be 
directed so as to make the maximum contribution to the general 
welfare, subject at all times to the paramount objective of making 
the maximum contribution to the common defense and security; 
and 
~ * * * x * * 


Sec. 3. Purposs.—It is the purpose of this Act to effectuate the 
policies set forth above by providing for— 

a. @ program of conducting, assisting, and fostering research 
and development in order to encourage maximum scientific and 
industrial progress; 

b. a program for the dissemination of unclassified scientific and 
technical information and for the control, dissemination, and de- 
classification of Restricted Data, subject to appropriate safe- 
guards, so as to encourage scientific and industrial progress; 

c. a program for Government control of the possession, use, 
and production of atomic energy and special nuclear material so 
directed as to make the maximum contribution to the common 
defense and security and the national welfare; 

d. a program to encourage widespread participation in the de- 
velopment and utilization of atomic energy for peaceful purposes 
to the maximum extent consistent with the common defense and 
security and with the health and safety of the public; 

e. a program of international cooperation to promote the 
common defense and security and to make available to cooper- 
ating nations the benefits of peaceful applications of atomic 
energy as widely as expanding technology and considerations of 
the common defense and security will permit; and 

f. a program of administration which will be consistent with 
the foregoing policies and programs, with international arrange- 
ments, and with agreements for cooperation, which will enable 


5 
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the Congress to be currently informed so as to take further legis- 
lative action as may be appropriate. 


* * * * * * » 
CHAPTER 12. CONTROL OF INFORMATION 


Sec. 141. Poticy.—It shall be the policy of the Commission to 
control the dissemination and declassification of Restricted Data in 
such a manner as to assure the common defense and security. Con- 
sistent with such policy, the Commission shall be guided by the fol- 
lowing principles: 
| & Datil ective and enforceable international safeguards against 
the use of atomic energy for destructive purposes have been estab- 
lished by an international arrangement, there shall be no exchange 
of — Data with other nations except as authorized by section 
144; an 

b. The dissemination of scientific and technical information relating 
to atomic energy should be permitted and encouraged so as to provide 
that free interchange of ideas and criticism which is essential to 
scientific and industrial progress and public understanding and to 
enlarge the fund of technical information. 

— 142. CLASSIFICATION AND DECLASSIFICATION OF RESTRICTED 

ATA.— 

a. The Commission shall from time to time determine the data, 
within the definition of Restricted Data, which can be published with- 
out undue risk to the common defense and security and shall thereupon 
causé such data to be declassified and removed from the category of 
Restricted Data. 

b. The Commission shall maintain a continuous review of Restricted 
Data and of any Classification Guides issued for the guidance of those 
in the atomic energy program with respect to the areas of Restricted 
Data which have been declassified in order to determine which infor- 
mation may be declassified and removed from the category of Re- 
stricted Data without undue risk to the common defense and security. 

* * * * * + 7 


CHAPTER 138. PATENTS AND INVENTIONS 


Sec. 151. Muuirary Urtinization.— 

a. No patent shall hereafter be granted for any invention or dis- 
covery which is useful solely in the utilization of special nuclear ma- 
terial or atomic energy in an atomic pee am Any patent granted 
for.any such invention or discovery is hereby revoked, and just com- 
pensation shall be made therefor. , : 

b. No patent hereafter granted shall confer any rights with respect 
to any invention or discovery to the extent that such invention or dis- 
covery is used in the utilization of special nuclear material or atomic 
energy in atomic weapons. Any rights conferred by any patent here- 
tofore granted for any invention or discovery are hereby revoked to 


the extent that such invention or discovery is so used, and just com- 
pensation shall be made therefor. é 

ce, Any person who has made or hereafter makes any invention or 
discovery useful (1) in the production or utilization of special nuclear 
material or atomic energy; (2) in the utilization of special nuclear 
material in an atomic weapon; or (3) in the utilization of atomic energy 
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in an atomic weapon, shall file with the Commission a report contain- 
ing a complete description thereof unless such invention or discovery 
is described in an application for a patent filed with the Commissioner 
of Patents by such person within the time required for the filing of 
such report. The report covering any such invention or discove 
shall be filed on or before whichever of the following is the later; either 
the ninetieth day after completion of such invention or discovery; or 
the ninetieth day after such person first discovers or first has reason 
to believe that such invention or discovery is useful in such production 
or utilization. 

d. The Commissioner of Patents shall notify the Commission of all 
applications for patents heretofore or hereafter filed which, in his 
opinion, disclose inventions or discoveries required to be reported 
under subsection 151 ¢., and shall provide the Commission access to 
all such applications. 

Sec. 152. Inventions Concretvep Durine Commission Con- 
TRAcTs.—Any invention or discovery, useful in the production or 
utilization of special nuclear material or atomic energy, made or con- 
ceived under any contract, subcontract, arrangement, or other rela- 
tionship with the Commission, regardless of whether the contract or 
arrangement involved the expenditure of funds by the Commission, 
shall be deemed to have been made or conceived by the Commission, 
except that the Commission may waive its claim to any such inven- 
tion or discovery if made or conceived by any person at or in connec- 
tion with any laboratory under the jurisdiction of the Commission as 
provided in section 33, or under such other circumstances as the Com- 
mission may deem appropriate. No patent for any invention or dis- 
covery, useful in the production or utilization of special nuclear mate- 
rial or atomic energy, shall be issued unless the applicant files with the 
application, or within 30 days after request therefor by the Commis- 
sioner of Patents, a statement under oath setting forth the full facts 
surrounding the making or conception of the invention or discovery 
described in the application and whether the invention or discovery 
was made or conceived in the course of, in connection with, or under 
the terms of any contract, subcontract, arrangement, or other rela- 
tionship with the Commission, regardless of whether the contract or 
arrangement involved the expenditure of funds by the Commission. 
The Comnanlealnns of Patents shall forthwith forward copies of the 
application and the statement to the Commission. 

he Commissioner of Patents may proceed with the application 
and issue the patent to the applicant (if the invention or discovery is 
otherwise patentable) unless the Commission, within 90 days after 
receipt of copies of the application and statement, directs the Com- 
missioner of Patents to issue the patent to the Commission (if the 
invention or discovery is otherwise patentable) to be held by the 
Commission as the agent of and on behalf of the United States. 

If the Commission files such a direction with the Commissioner. 
of Patents, and if the applicant’s statement claims, and the applicant: 
still believes, that the invention or discovery was not made or 
conceived in the course of, in connection with, or under the terms of 
any contract, subcontract, arrangement, or other relationship with the 
Commission entitling the Commission to take title to the application 
or the patent the applicant may, within 30 days after notification of 
the filing of such a direction, request a hearing before a Board of Patent 
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Interferences. The Board shall have the power to hear and determine 
whether the Commission was entitled to the direction filed with the 
Commissioner of Patents. The Board shall follow the rules and pro- 
cedures established for interference cases and an appeal may be taken 
by either the applicant or the Commission from the final order of the 
Board to the Court of Customs and Patent Appeals in accordance 
with the procedures governing the appeals from the Board of Patent 
Interferences. 

If the statement filed by the applicant should thereafter be found to 
contain false material statements any notification by the Commission 
that it has no objections to the issuance of a patent to the applicant 
shall not be deemed in any respect to constitute a waiver of the pro- 
visions of this section or of any applicable civil or criminal statute, 
and the Commission may have the title to the patent transferred to 
the Commission on the records of the Commissioner of Patents in 
accordance with the provisions of this section. 

Sec. 153. Nonmiuirary UTILization.— 

a. The Commission may, after giving the patent owner an 
opportunity for a hearing, declare any patent to be affected with the 
public interest if (1) the invention or discovery covered by the patent 
is of primary importance in the production or utilization of special 
nuclear material or atomic energy; and (2) the licensing of such 
invention or discovery under this section is of primary importance to 
effectuate the policies and purposes of this Act. 

b. Whenever any patent has been declared affected with the public 
interest, pursuant to subsection 153a.— 

(1) the Commission is hereby licensed to use the invention or 
discovery covered by such patent in performing any of its powers 
under this Act; and 

(2) any person may apply to the Commission for a nonexclusive 
patent license to use the invention or discovery covered by such 
patent, and the Commission shall grant such patent license to 
the extent that it finds that the use of the invention or discover 
is of primary importance to the conduct of an activity by peak 
person authorized under this Act. 

c. Any person— 

(1) who has made application to the Commission for a license 
under sections 53, 62, 63, 81, 103, or 104, or a permit or lease 
under section 67; 

(2) to whom such license, permit, or lease has been issued by 
the Commission ; 

(3) who is authorized to conduct such activities as such appli- 
cant is conducting or proposes to conduct under a general license 
issued by the Commission under sections 62 or 81; or 

(4) whose activities or proposed activities are authorized under 
section 31, 


may at any time make application to the Commission for a patent 
license for the use of an invention or discovery useful in the production 
or utilization of special nuclear material or atomic energy covered by 
a patent. Each such application shall set forth the nature and purpose 
of the use which the applicant intends to make of the patent license; 
the steps taken by the applicant to obtain a petent license from the 
owner of the patent, and a statement of the effects, as estimated by 
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the applicant, on the authorized activities which will result from failure 
to obtain such patent license and which will result from the granting 
of such patent edie 

d. Whenever any person has made an application to the Commission 
for a patent license pursuant to subsection 153¢.— 

(1) the Commission, within 30 days after the filing of such 
application, shall make available to the owner of the patent all 
of the information contained in such application, and shall 
notify the owner of the patent of the time and place at which a 
hearing will be held by the Commission; 

(2) the Commission shall hold a hearing within 60 days after 
the filing of such oe at a time and place designated by 
the Commission ; an 

(3) in the event an applicant applies for two or more patent 
licenses, the Commission may, in its discretion, order the con- 
solidation of such applications, and if the patents are owned by 
more than one owner, such owners may be made parties to one 
hearing. 

e. If, after any hearing conducted pursuant to subsection 153d., 
the Commission finds that— 

(1) the invention or discovery covered by the patent is of 
primary importance in the production or utilization of special 
nuclear material or atomic energy; 

(2) the licensing of such invention or discovery is of primary 
importance to the conduct of the activities of the applicant; 

(3) the activities to which the patent license are proposed to 
be applied by such applicant are of primary importance to the 
furtherance of policies and purposes of this Act; and 

(4) such applicant cannot otherwise obtain a patent licnese 
from the owner of the patent on terms which the Commission 
deems to be reasonable for the intended use of the petent to be 
made by such applicant, 

the Commission shall license the applicant to use the invention or 
discovery covered by the patent for the purposes stated in such appli- 
cation on terms deemed equitable by the Commission and generally 
not less fair than those granted by the patentee or by the Commission 
to similar licensees for comparable use. 

f. The Commission shall not grant any patent license pursuant to 
subsection 153e. for any other purpose than that stated in the applica- 
tion. Nor shall the Commission grant any patent license to any other 
applicant for a patent license on the same patent without an applica- 
tion being made by such applicant pursuant to subsection 153c., and 
without separate notification and hearing as provided in subsection 
153d., and without a separate finding as provided in subsection 153e. 

g. The owner of the patent affected by a declaration or a finding 
made by the Commission pursuant to subsection 153b. or 153e. shall 
be entitled to a reasonable royalty fee from the licensee for any use of 
an invention or discovery licensed by this section. Such royalty fee 
may be agreed upon by such owner and the patent licensee, or in the 
absence of such agreement shall be determined for each patent license 
by the Commission pursuant to subsection 157e. 

h. The provisions of this section shall apply to any patent the ap- 
plication for which shall have been filed before September 1, 1959. 
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Sec. 154. Insunctions.—No court shall have jurisdiction or power 
to stay, restrain, or otherwise enjoin the use of any invention or dis- 
covery by a patent licensee, to the extent that such use is licensed by 
subsection 153b. or 153e. If, in any action against such patent 
licensee, the court shall determine that the defendant is exercising 
such license, the measure of damages shall be the royalty fee deter- 
mined pursuant to subsection 157c., together with such costs, interest, 
and reasonable attorney’s fees as may be fixed by the court. If no 
royalty fee has been determined, the court shall stay the proceeding 
until the royalty fee is determined pursuant to subsection 157c. If 
any such patent licensee shall fail to pay such royalty fee, the patentee 
may bring an action in any court of competent jurisdiction for such 
royalty fee, together with such costs, interest, and reasonable at- 
torney’s fees as may be fixed by the court. 

Sec. 155. Prior Art.—In connection with applications for patents 
covered by this Chapter, the fact that the invention or discovery was 
known or used before shall be a bar to the patenting of such invention 
or discovery even though such prior knowledge or use was under 
secrecy within the atomic energy program of the United States. 

Sec. 156. Commission Patent Licenses.—The Commission shall 
establish standard specifications upon which it may grant a patent 
license to use any patent held by the Commission or declared to be 
affected with the seer interest pursuant to subsection 153a. Such 
« patent license shall not waive any of the other provisions of this 

ct. 

Sec. 157. ComMPENSATION, AWARDS, AND RoYALTIES.— 

a. Parent CoMPENSATION Boarp.—The Commission shall desig- 
nate a Patent Compensation Board to consider applications under 
this section. The members of the Board shall receive a per diem 
compensation for each day spent in meetings or conferences, and all 
members shall receive their necessary traveling or other expenses 
while engaged in the work of the Board. The members of the Board 
may serve as such without regard to the provisions of sections 281, 
283, or 284 of Title 18 of the United States Code, except in so far as 
such sections may prohibit any such member from receiving com- 
pensation in respect of any particular matter which directly involves 
the Commission or in which the Commission is directly interested. 

b. Eviersiniry.— 

(1) Any owner of a patent licensed under section 158 or subsections 
153b. or 153e., or any patent licensee thereunder may make applica- 
tion to the Commission for the determination of a reasonable royalty 
fee in accordance with such procedures as the Commission by regu- 
lation may establish. 

(2) Any person seeking to obtain the just compensation provided 
in section 151 shall make application therefor to the Commission in 
accordance with such procedures as the Commission may by regulation 
establish. 

(3) Any person making any invention or discovery useful in the 
production or utilization of special nuclear material or atomic energy, 
who is not entitled to compensation or a royalty therefor under this 
Act, and who has complied with the provisions of section 151c. hereof 
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may make application to the Commission for, and the Commission 
may grant, an award. The Commission may also, upon the recom- 
mendation of the General Advisory Committee, and with the approval 
of the President, grant an award for any especially meritorious con- 
tribution to the development, use, or control of atomic energy. 

c. STANDARDS.— 

(1) In determining a reasonable royalty fee as provided for in sub- 
sections 153b., or 153e., the Commission shall take into consideration 
(A) the advice of the Patent Compensation Board; (B) any defense, 

eneral or special, that might be pleaded by a defendant in an action 
or infringement; (C) the extent to which, if any, such patent was 
developed through federally financed research; and (D) the degree of 
utility, novelty, and importance of the invention or discovery, and 
may consider the cost to the owner of the patent of developing such 
invention or discovery or acquiring such patent. 

(2) In determining what constitutes just compensation as provided 
for in section 151, or in determining the amount of any award under 
subsection 157b.(3), the Commission shall take into account the con- 
siderations set forth in subsection 157c.(1) and the actual use of such 
invention or discovery. Such compensation may be paid by the 
Commission in periodic payments or in a lump sum. 

Sec. 158. Monorouistic Usz or Patents.—Whenever the owner 
of any patent hereafter granted for any invention or discovery of 
primary use in the utilization or production of special nuclear material 
or atomic energy is found by a court of competent jurisdiction to have 
intentionally used such patent in a manner so as to violate any of the 
antitrust laws specified in subsection 105a., there may be included in 
the judgment of the court, in its discretion and in addition to an 
other lawful sanctions, a requirement that such owner license cid 
patent to any other licensee of the Commission who demonstrates a 
need therefor. Such licensee shall pay a reasonable royalty fee, to 
be determined in accordance with section 157, to the owner of the 

atent. 
. Sec. 159. FepreRaLiy Financnp ResearcH.—Nothing in this Act 
shall affect the right of the Commission to require that patents granted 
on inventions made or conceived during the course of federally financed 
research or operations, be assigned to the United States. 

Sec. 160. Saving Ciause.—Any patent application on which a 
patent was denied by the United States Patent Office under sections 
11(a)(1), 11(a)(2), or 11(b) of the Atomic Energy Act of 1946, and 
which is not prohibited by section 151 or section 155 of this Act may be 
reinstated upon application to the Commissioner of Patents within 
one year after enactment of this Act and shall then be deemed to have 
been continuously pending since its original filing date: Provided, 
however, That no patent issued upon any patent application so rein- 
stated shall in any way furnish a basis of claim against the Government 
of the United States. 


* * * * * * * 
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Tir_e 35, Unrrep Srates Cope 


§ 1. Establishment 
The Patent Office shall continue as an office in the Department of 
Commerce, where records, books, drawings, specifications, and other 
papers and things pertaining to patents and to trade-mark registrations 
shall be kept and preserved, except as otherwise provided by law 
(R.S. 475; 35 U.S.C., 1946 ed., 1). 
. * * x * * * 
§ 14. Annual report to Congress 
The Commissioner shall report to Congress annually the moneys 
received and expended, statistics concerning the work of the Office, 
and other information relating to the Office as may be useful to the 
Congress or the public (R.S. 494; 35 U.S.C., 1946 ed., 20). 
* * * * * * 
§ 102. Conditions for patentability; novelty and loss of right to patent 


A person shall be entitled to a patent unless— 

(a) the invention was known or used by others in this country, or 
patented or described in a printed publication in this or a foreign 
country, before the invention thereof by the applicant for patent, or 

(b) the invention was patented or described in a printed publica- 
tion in this or a foreign country or in public use or on sale in this 
country, more than one year prior to the date of the application for 
patent in the United States, or 

(c) he has abandoned the invention, or 

(d) the invention was first patented or caused to be patented by the 
applicant or his legal representatives or assigns in a foreign country 
prior to the date of the application for patent in this country on an 
application filed more than twelve months before the filing of the 
application in the United States, or 

(e) the invention was described in a patent granted on an applica- 
tion for patent by another filed in the United States before the inven- 
tion thereof by the applicant for patent, or 

(f) he did not himself invent the subject matter sought to be 
patented, or ; 

(g) before the applicant’s invention thereof the invention was made 
in this country by another who had not abandoned, suppressed, or 
concealed it. In determining priority of invention there shall be con- 
sidered not only the respective dates of conception and reduction to 
practice of the invention, but also the reasonable diligence of one who 
was first to conceive and last to reduce to practice, from a time prior 
to conception by the other (R. S. 4886, 4887, 4923; 35 U.S. C., 1946 
ed., 31, 32, 72). 


* * * * ; * * * 


§ 111. Application for patent 


Application for patent shall be made by the inventor, except as 
otherwise provided in this title, in writing to the Commissioner. 
Such application shall include: (1) a specification as prescribed by 

ction 112 of this title; (2) a drawing as prescribed by section 113 
of this title; and (3) an oath by the applicant as prescribed by section 
115 of this title. The application must be signed by the applicant 
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and accompanied by the fee required by law (R.S. 4888; 35 U.S.C., 
1946 ed., 33). 


* * * 7 * * * 
§ 122. Confidential status of applications 


Applications for patents shall be kept in confidence by the Patent 
Office and no information concerning the same given without au- 
thority of the applicant or owner unless necessary to carry out the 
provisions of any Act of Congress or in such special circumstances as 
may be determined by the Commissioner. 

* * * * * * 
§ 188. Rules and regulations, delegation of power 

The Atomic Energy Commission, the Secretary of a defense de- 
partment, the chief officer of any other department or agency of the 
Government designated by the President as a defense agency of the 
United States, and the Secretary of Commerce, may separately issue 
rules and regulations to enable the respective department or agency 
to carry out the provisions of this chapter, and may delegate any power 
conferred by this chapter (Act Feb. 1, 1952, ch. 4, sec. 8, 66 Stat. 6; 
35 U.S.C., 1946 ed., 158). 


* * * * * * * 











CHAPTER III. A.E.C. DRAFT BILL 


BackGrRouND CoRRESPONDENCE 


ConGREss OF THE UNITED STATEs, 
Joint ComMITTEE ON Atomic ENERGY, 
December 2, 1958. 
Mr. Atvin R. Luepeckg, 
General Manager, U.S. Atomic Energy Commission, 
Washington, D.C. 

Dear Mr. Lurprcks: The Joint Committee on Atomic Energy 
has tentatively scheduled hearings on the subject of atomic energy 
patent policies and procedures, and the operation of chapter 13 of the 
Atomic Energy Act of 1954 pertaining to patents and inventions, in 
April or May of 1959. 

It is requested that the Commission submit its legislative recom- 
mendations, or proposed bills, concerning this subject to the Joint 
Committee on or before March 1, 1959. 

Sincerely yours, 
James T. RAMEY, 
Executive Director. 





U.S. Atomic Energy Commission, 
Washington, D.C., February 27, 1959. 
Mr. James T. Ramey, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Ramey: In your letter of December 2, 1958, advising 
of tentative hearings on patent policies and procedures and the opera- 
tion of chapter 13 of the Atomic Energy Act of 1954 for April of 1959, 
you suggested that the Commission submit its legislative recommenda- 
tions or proposals to the Joint Committee on or before March 1, 1959. 

While the staff has presented certain recommendations to the Com- 
mission, the Commission has not been able to consider fully the patent 
proposals due to the extensive consideration given to the power pro- 
gram over the past several weeks. 

It is estimated that the Commission will submit its ents patent 
recommendations to the Joint Committee as promptly as the Com- 
mission and the Bureau of the Budget have taken action thereon. 


Very truly yours, 
A. R. Lugpecxs, General Manager. 
15 
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CONGRESS OF THE UNITED STATEs, 
Joint COMMITTEE ON Atomic ENERGY, 
March 4, 1959. 
Mr. Jonn A. McConez, 
Chairman, U.S. Atomic Energy Commission, 
Washington, D.C. 

Drar Mr. McCone: By letter dated December 2, 1958, to Mr. 
Luedecke, Mr. Ramey requested that the Commission submit its 
legislative recommendations on the subject of atomic energy patents 
to the Joint Committee on or before March 1, 1959. Although this 
was 3 months’ advance notice, Mr. Luedecke replied by letter dated 
February 27, 1959, that such recommendations would not be ready 
on March 1, 1959, but would be forwarded at some indefinite date in 
the future. 

The Joint Committee had been planning to distribute a committee 
print containing background information on patents about March 20, 
1959, to persons planning to participate in the hearings, including the 
members of the committee and the Congress. It was planned to 
include in this print information concerning the Commission’s 
current patent legislative recommendations. 

It is requested therefore that the Commission forward its legislative 
Pere recommendations as soon as possible, but in no event later than 

arch 16, 1959. 

Sincerely yours, 
Cuet HOuiFiexp, 
Chairman, Subcommittee on Legislation. 
Cuinton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy. 





U.S. Atomic Eneray Commission, 
Washington, D.C., March 16, 1959. 
Hon. Curnton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANDERSON: I have your letter of March 4, 1959, in 
which you advise that the Joint Committee is planning to distribute 
a committee print containing background information on patents on 
or about March 20, 1959, and that you'are planning to include in this 
print information concerning the Commission’s current patent recom- 
mendations. For this reason, you have asked for our recommenda- 
tions by no later than March 16, 1959. 

In order to make it possible for the Commission’s proposed recom- 
mendations to be incorporated in the study of the joint committee, 
the attached draft bill and section-by-section analysis are being for- 
warded to you before the Commission acts upon the views and advice 
which it may receive from other Federal agencies. Accordingly, we 
may submit certain modifications to the proposed bill prior to the 
patent hearings which, we understand, are presently scheduled for 
April 21 through April 24, inclusive. 

Sincerely yours, 
W. F. Lissy, Acting Chairman. 


Enclosures: Proposed bill; comparative bill; analysis. 
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AEC Proposrep BILu 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 151 of the Atomic 
Energy Act of 1954, as amended, is amended by deleting in the de- 
scriptive title the words ‘“Mitrrary Utinization”’, and mserting in 
lieu thereof “Inventions ReLatinc to Atomic WEAPONS, AND 
Fitna or Reports.” 

Sec. 2. That subsection ¢. of 151 of the Atomic Energy Act of 
1954, as amended, is amended to read as follows: 

“ce, Any person who has made or hereafter makes any inven- 
tion or discovery useful in the production or utilization of special 
nuclear material or atomic energy, shall file with the Commission 
a report containing a complete description thereof unless such 
invention or discovery is described in an application for a patent 
filed with the Commissioner of Patents by such person within the 
time required for the filing of such report. The report covering 
any such invention or discovery shall be filed on or before the one 
hundred and eightieth day after such person first discovers or 
first has reason to believe that such invention or discovery is 
useful in such production or utilization.”’ 

Src. 3, That section 151 of the Atomic Energy Act of 1954, as 
amended, is amended by adding at the end thereof the following new 
subsection: 

“e. Reports filed pursuant to subsection c. of this section, and 
applications to which access is provided under subsection d. of 
this section, shall be kept in. confidence by the Commission, and 
no information concerning the same given without authority of 
the inventor or owner unless necessary to carry out the provi- 
sions of any Act of Congress or in such special circumstances as 
may be determined by the Commission.” 

Sec, 4. That section 152 of the Atomic Energy Act of 1954, as 
amended, is amended to read as follows: 

“Sec. 152. Inventions. Concetvep Durtne Commission Con- 
Tracts. Any invention or discovery, useful in the production or 
utilization of special nuclear material or atomic energy, made or 
conceived in the course of or under any contract, subcontract or 
arrangement entered into with or for the benefit of the Commission, 
regardless of whether the contract, subcontract or arrangement in- 
volved the expenditure of funds by the Commission, shall be vested 
in, and be the property of, the Commission, except that the Commis- 
sion may waive its claim to any such invention or discovery under 
such circumstances as the Commission may deem appropriate. No 
patent for any invention or discovery, useful in the production or 
utilization of special nuclear material or atomic energy, shall be issued 
unless the applicant files with the application, or within 30 days after 
request therefor by the Commissioner of Patents (unless the Com- 
mission advises the Commissioner of Patents that its rights have been 
determined and, therefore no statement is necessary) a statement 
under oath setting forth the full facts surrounding the making or 
conception of the invention or discovery described in the application 
and whether the invention or discovery was made or conceived in the 
course of or under any,contract, subcontract, or arrangement entered 
mto with or for the benefit of the Commission, se of whether 
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the contract, subcontract, or arrangement involved the expenditure 
of funds by the Commission. The Commissioner of Patents shall as 
soon as the application is otherwise in condition for allowance forward 
copies of the application and the statement to the Commission. 

“The Commissioner of Patents may proceed with the application 
and issue the patent to the applicant (if the invention or discovery is 
otherwise patentable) unless the Commission, within 90 days after 
receipt of copies of the application and statement, directs the Com- 
missioner of Patents to issue the patent to the Commission (if the 
invention or discovery is otherwise patentable) to be held by the 
Commission as the agent of an on behalf of the United States. 

“Tf the Commission files such a direction with the Commissioner of 
Patents, and if the applicant’s statement claims, and the applicant 
still believes, that the invention or discovery was not made or con- 
ceived in the course of or under any contract, subcontract or arrange- 
ment entered into with or for the benefit of the Commission entitling 
the Commission to the title to the application or the patent the 
applicant may, within 30 days after notification of the filing of such a 
direction, file a civil action against the Commission in the United 
States District Court for the District of Columbia. Such Court shall 
have power to hear and determine whether the Commission was 
entitled to the direction filed with the Commissioner of Patents, and 
shall direct the Commissioner of Patents accordingly. 

“Tf the statement filed by the applicant should thereafter be found 
to contain false material statements any notification by the Commis- 
sion that it has no objection to the issuance of a patent to the applicant 
shall not be deemed in any respect to constitute a waiver of the pro- 
visions of this section or of any applicable civil or criminal statute, 
and the Commission may have the title to the patent transferred to 
the Commission on the records of the Commissioner of Patents in 
accordance with the provisions of this section. A determination of 
rights by the Commission pursuant to a contractual provision prior to 
the request of the Commissioner of Patents for the statement, shall 
be final in the absence of false material statements or nondisclosure of 
material facts by the applicant.” 

Sec. 5. That subsection h. of section 153 of the Atomic Energy Act 
of 1954, as amended, is amended by deleting the figure “1959” and 
inserting in lieu thereof “‘1964’’. 

Src. 6. That section 155 of the Atomic Energy Act of 1954, as 
amended, is amended to read as follows: 

“Sec. 155. Prior Arr.—In connection with applications Pee 
and patents for an invention or discovery covered by this Chapter, 
the fact that the invention or discovery was known or used before the 
time applicant made the invention or discovery shall be a bar to the 
patenting of, or shall invalidate a patent covering such invention or 
discovery even though such prior knowledge or use was under secrecy 
within the atomic energy program of the United States.”’ 

Sxc. 7. That section 157 of the Atomic Ene Act of 1954, as 
amended, is amended by adding at the end thereof the following new 
subsection: 

“d. Period of Limitations——Every application under this 
section shall be barred unless filed within six years after the date 
on which first accrues the right to such reasonable Oven fee, 
just compensation, or award for which such application is filed.” 
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Sec. 8. That section 158, of the Atomic Energy Act of 1954, as 
amended, is deleted, and sections 159 and 160 are renumbered 
accordingly. 

Dated March 13, 1959. 





CoMPaARATIVE Brit (PREPARED By AEC) 


“Sec. 151 [Muurrary Uriizatrion] Inventions Reiatine To 
Atomic WEAPONS, AND Fitine or Reports.— 


“a. No patent shall hereafter be granted for any invention or dis- 
covery which is useful solely in the utilization of special nuclear ma- 
terial or atomic energy in an atomic weapon. Any patent granted 
for any such invention or discovery is hereby revoked, and just com- 
pensation shall be made therefor. 

“b. No patent hereafter granted shall confer any rights with respect 
to any invention or discovery to the extent that such invention or 
discovery is used in the utilization of special nuclear material or 
atomic energy in atomic weapons. Any rights conferred by any 
patent heretofore granted for any invention or discovery are hereby 
revoked to the extent that such invention or discovery is so used 
and just compensation shall be made therefor. 

““c. Any person who has made or hereafter makes any invention 
or discovery useful [(1)] in the production or utilization of special 
nuclear material or atomic energy [:], [(2) in the utilization of special 
nuclear material in an atomic weapon; or (3) in the utilization of 
atomic energy in an atomic weapon, ] shall file with the Commission 
a report containing a complete description thereof unless such inven- 
tion or discovery is described in an application for a patent filed with 
the Commissioner of Patents by such persons within the time required 
for the filing of such report. The report covering any such invention 
or discovery shall be filed on or before [whichever of the following 
is the later; either the ninetieth day after completion of such invention 
or discovery; or the ninetieth day] the one hundred and eightieth day 
after such person first discovers or first has reason to believe that 
such invention or discovery is useful in such production or utilization. 

“d. The Commissioner of Patents shall notify the Commission of 
all applications for patents hereto’ore or hereafter filed which, in his 
opinion, disclose inventions or discoveries required to be reported 
under subsection 151c., and shall provide the Commission access to 
all such applications. 

“e. Reports filed pursuant to subsection c. of this section, and appli- 
cations to which access is provided under subsection d. of this section, 
shall be kept im confidence by the Commission, and no information 
concerning the same given without authority of the inventor or owner 
unless necessary to carry out the provisions of any Act of Congress or in 
such special circumstances as may be determined by the Commission.”’ 

“Src. 152. Inventions Concrervep Durtne Commission Con- 
TRACTs.—Any invention or discovery, useful in the production or 
utilization of special nuclear material or atomic energy, made or con- 
ceived in the course of or under any contract, subcontract or arrange- 
ment, [or other relationship with the Commission] entered into with 
or for the benefit of the Commission regardless of whether the contract, 

ontract, or arrangement, cavelved the expenditure of funds by the 


’ 
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Commission, shall be [deemed to have been made or conceived by the 
Commission J, vested in and be the property of the Commission, except 
that the Commission may waive its claim to any such invention or 
discovery [if made or conceived by any person at or in connection 
with any laboratory under the jurisdiction of the Commission as 
provided in section 33, or] under such [other] circumstances as the 
Commission may deem appropriate. No patent for any invention or 
discovery, useful in the production or utilization of special nuclear 
material or atomic energy, shall be issued unless the applicant files 
with the application, or within 30 days after request therefor by the 
Commissioner of Patents, (unless the Commission advises the Commis- 
stoner of Patents that its rights have been determined and, therefore no 
statement is necessary) a statement under oath setting forth the full 
facts surrounding the making or conception of the invention or dis- 
covery described in the application and whether the invention or 
discovery was made or conceived in the course of, [in connection with, 
or under the terms of any contract, subcontract, arrangement, or 
other relationship with the Commission,] or under any contract, 
subcontract or arrangement entered into with or for the benefit of the 
Commission regardless of whether the contract, subcontract, or arrange- 
ment involved the expenditure of funds by the Commission. The 
Commissioner of Patents shall [forthwith] as soon as the application 
is otherwise in condition for allowance forward copies of the application 
and the statement to the Commission. 

“The Commissioner of Patents may proceed with the application 
and issue the patent to the applicant (if the invention or discovery is 
otherwise patentable) unless the Commission, within 90 days after 
receipt of copies of the application and statement, directs the Com- 
missioner of Patents to issue the patent to the Commission (if the 
invention or discovery is otherwise patentable) to be held by the 
Commission as the agent of and on behalf of the United States. 

“If the Commission files such a direction with the Commissioner 
of Patents, and if the applicant’s statement claims, and the applicant 
still believes, that the invention or discovery was not made or con- 
ceived in the course of [in connection with, ] or under [the terms of] 
any contract, subcontract or arrangement, [or other relationship with 
the Commission] entered into with or for the benefit of the Commission 
entitling the Commission to [take] the title to the application or the 
patent the applicant may, within 30 days after notification of the filing 
of such a direction, [request a hearing before a Board of Patent 
Interferences] file a civil action against the Commission in the U.S. 
District Court for the District of Columbia. [The Board] Such Court 
shall have the power to hear and determine whether the Commission 
was entitled to the direction filed with the Commissioner of Patents 
and shall direct the Commissioner of Patents accordingly. [The Board 
shall follow the rules and procedures established for interference cases 
and an appeal may be taken by either the applicant or the Commis- 
sion from the final order of the Board to the Court of Customs and 
Patent Appeals in accordance with the procedures governing the 
appeals from the Board of Patent Interferences.] 

“If the statement filed by the applicant should thereafter be found 
to contain false material statements any notification by the Com- 
mission that it has no objections to the issuance of a patent to the 
applicant shall not be deemed in anw respect to constitute a waiver 
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of the provisions of this seetion or of any applicable civil or criminal 
statute, and the Commission may have the title to the patent trans- 
ferred to the Commission on the records of the Commissioner of 
Patents in accordance with the provisions of this section. A determi- 
nation of rights by the Commission pursuant to a contractual provision 
ot to the request of the Commission of Patents for the statement, shall 

e final in the absence of false material statements or nondisclosure of 
material facts by the applicant. 

“Src. 153. Nonminirary Urrmizatron.— 

“h. The provisions of this section shall apply to any patent the 
application for which shall have been filed before September 1, 
[1959] 1964. 

“Src. 155. Prror Art.—In connection with applications for patents 
and patents for an invention or discovery covered by this Chapter, the 
fact that the invention or discovery was known or used before the time 
applicant made the invention or discovery shall be a bar to the patenting 
of or shall invalidate a patent covering such invention or discovery 
even though such prior knowledge or use was under secrecy within the 
atomic energy program of the United States. 

“Sue. 157. Compensation, AWARDS, AND Roya.tres.— 

“d. Period of Limitations—Every application under this section shall 
be barred unless filed within six years after the date on which first accrues 
the right to such reasonable royalty fee, just compensation, or award for 
which such application is filed. 

“ESec. 158. Monopouistic Use or Patents.—Whenever the owner 
of any patent hereafter granted for any invention or discovery of 
primary use in the utilization or production of special nuclear material 
or atomic energy is found by a court of competent jurisdiction to have 
intentionally used such patent in a manner so as to violate any of the 
antitrust laws specified in subsection 105a, there may be included in 
the judgment of the court, in its discretion and in addition to any 
other lawful sanctions, a requirement that such owner license such 
patent to any other licensee of the Commission who demonstrates a 
need therefor. Such licensee shall pay a reasonable royalty fee, to be 
determined in accordance with section 157, to the owner of the 
patent.J” 

Section 159 is renumbered section 158. 

Section 160 is renumbered section 159. 

Draft, March 13, 1959. 





SECTION-BY-SECTION ANALYSIS OF Proposep Birt To AMEND 
CHAPTER 13 PaTENTs AND INVENTIONS (PREPARED By AEC) 


1. Section 1 of the proposed bill, changes the descriptive title of 
section 151 from the present inadequate ‘‘Military Utilization” to the 
more accurate “Inventions Relating to Atomic Weapons, and Filing 
of Reports.” 

2. Section 2 of the proposed bill would amend in three respects 
subsection ¢c of section 151 of the aet by: 

a. Deleting as superfluous existing clauses (2) and (3) which 
read: ‘(2) in the utilization of special nuclear material in an 
atomic weapon; or (3) in the utilization of atomic energy in an 
atomic weapon”,.since. they would appear not to embrace any 
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subject not covered by undeleted clause (1) which reads: ‘‘(1) in 
the production or utilization of special nuclear material or atomic 


energy.” 

S estion from 90 to 180.days—a more reasonable period— 
the time in which to file reports. 

c. Deleting as superfluous the existing clause ‘‘whichever of the 
following is the later: either * * * day after completion of such 
invention or discovery; or the ninetieth” since it would appear 
not to embrace any circumstance not covered by the undeleted 
clause “after such person first discovers or first has reason to 
believe that such invention or discovery is useful in such produc- 
tion or utilization’’. 


3. Section 3 of the proposed bill would amend section 151 of the 
act by adding a subsection e. This proposed amendment is self- 
explanatory and would merely afford.express statutory sanction to 
existing Commission practice. The form of the proposed subsection 
e. follows closely that of 35 U.S.C. 122. 

4. Section 4 of the proposed bill would amend in nine respects the 
re drafted section 152 of the act by: 

a. 


ubstituting the phrase ‘contract, subcontract or arrange- 
ment, entered into with or for the benefit of, the Commission’’ 
for the existing phrase “contract, subcontract, arrangement or 
other relationship with the Commission’? wherever the latter 
phrase appears. 

b. Substituting the phrase ‘‘contract, subcontract or arrange- 
ment,” for the existing phrase ‘contract or arrangement” wher- 
ever the latter phrase appears. This substitution would be a 
corollary of the substitution discussed immediately above. 

c. Substituting the phrase ‘in the course of or under’ for the 
existing word ‘‘under”’ and the existing phrase ‘‘in the course of 
in connection with, or under the terms of’? wherever that word 
or phrase appears. 

. Substituting the clarifying phrase “shall be vested in, and 
be the property of’ for the rather vague existing phrase “shall 
be deemed to bave been made or conceived by” which appears 
in the first sentence. 

e. Adding the clarifying. parenthetical phrase ‘(unless the 
Commission advises the. Commissioner of Patents that its rights 
have been determined and, therefore, no statement is nec )” 
thereby obviating the necessity for a statement where the rights 
of the Government have been determined. 

f. Substituting the clarifying phrase ‘‘as soon as the application 
is otherwise in condition for allowance” for the existing word 
“forthwith” which appears in the last sentence of the first para- 
graph and which has no express antecedent. 

g. Substituting the phrase “under such” for the existing super- 
fluous phrase “if made or conceived by any person at or in con- 
nection with any laboratory under the jurisdiction of the Com- 
mission as provided in section 31 or under such other” which 
anpeere in the first paragraph. 

ee the following sentence to the end of the last para- 
grap 


““A determination of rights by the Commission pursuant 
to a contractual provision prior to the request of the Com- 
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missioner of Patents:for the statement, shall be final in the 
absence of false material statements or nondisclosure of 
material facts by the applicant.” 
This amendment is intended to afford the applicant reasonable 
assurance that should the Commission (although not required to 
do so) make the determination prior to the request of the Com- 
missioner of Patents for the statement, such determination would 
be final in the absence of special circumstances warranting subse- 
quent modification. 
i. Providing that disputes will be settled by a court, rather 
than the Board of Patent Interferences. This amendment is 
effected by substituting the following phraseology: 
“file a civil action against the Commission in the United 
States District Court for the District of Columbia. Such 
Court will have power to hear and determine whether the 
Commission was entitled to the direction filed with the 
Commissioner of Paterits, and shall direct the Commissioner 
of Patents accordingly.” 

for the existing following phraseology appearing at the end of 

the third paragraph: 
“request a hearing before a Board of Patent Interferences 
The Board shall have power to hear and determine whether 
the Commission was entitled to the direction filed with the 
Commissioner of Patents. The Board shall follow the rules 
and procedures established for interference cases and an 
appeal may be taken by either the applicant or the Com- 
mission from the final order of the Board to the Court of 
Customs and Patent Appeals in accordance with the pro- 
cedures governing the appeals from the Board of Patent 
Interferences.” 

5. Section 5 of the proposed bill—the principal substantive pro- 
posal—would amend subsection h of section 153 of the act by extend- 
ing the date set forth therein for 5 years, until September 1, 1964. 

he Commission feels as it did in 1954, that patent incentives are 
a necessary and desirable stimulus to the development of peacetime 
uses of atomic energy. At the same time the Commission believes 
that the desirability of patent incentives must be balanced against 
the possibility of enlarging the preferred position of the necessarily 
limited number of companies, many of whom have developed their 
experience at public expense. The Commission believes that this 
balance can best be achieved through continuation, for an additional 
period of 5 years, of the compulsory licensing provisions of section 
153, for as President Eisenhower stated in transmitting the 1954 
atomic energy legislation to the Congress, ‘Until industrial par- 
ticipation in the utilization of atomic energy acquires a broader base, 
considerations of fairness require some mechanism to assure that the 
limited number of companies, which as Government contractors now 
have access to the program, cannot build a patent monopoly which 
would exclude others desiring to enter the field.” 

6. Section 6 of the proposed bill would amend in two respects 
section 155 of the act by: 

a. Inserting the phrase “and patents for an invention or 
discovery”’ after the word “patents” and the phrase “or in- 
validate a patent covering” after the word “patenting’’, thereby 








ATOMIC ENERGY PATENTS 


assuring that section 155 will be applicable to patents as well as 
applications for patents. In the absence of such a phrase, it 
would appear to be an open question whether section 155 could 
render invalid a patent imadvertently issued (either because of 
lack of knowledge of classified information on the part of the 
patent examiner, or notwithstanding such knowledge). 

b. Inserting the phrase “‘the time applicant made or conceived 
the invention or discovery” after the word ‘‘before’’, thereby 
expressly resolving the latent ambiguity of whether that word 
refers to the time of filing the application, or of making the 
invention. 

7. Section 7 of the proposed bill would amend section 157 of the 
act by adding as subsection d. a 6-year period of limitation. In the 
absence of an express period of limitation, doubt might arise as to 
whether any period of limitation exists. We note in this connection 
that a 6-year period of limitations is imposed in title 35, United States 
Code, section 286 with regard to suits for patent infringement, and 
the same period is imposed in title 28, United States Code, section 
2401a with regard to civil actions against the Government. 

8. Section 8 of the proposed bill would amend section 158 of the 
act by deleting it as superfluous, since Federal courts often without 
express statutory authority require in their antitrust decrees that 
patents be licensed. Furthermore, such decrees may not even require 
the licensee to pay royalties. Since section 158 requires the payment 
of a reasonable royalty fee, the patent owner may be subject to a less 
onerous penalty for violating the antitrust laws if the patents involved 
are subject to section 158 of this act. 

9. Section 8 of the proposed+billewould-also-amend.sections 159 and 
160 of the act by renumbering them as would be required by the dele- 
tion of section 158. 





i 
| 
| 


ee 


ET OE OL EI Nee a 





7 rw eT sy 


OKO Tor RAEN 


CHAPTER IV. VIEWS OF AEC PATENT ADVISORY 


PANEL 


TRANSMITTAL LETTER 


U.S. Atomic Enercy Commission, 
Washington, D.C., March 4, 1959. 


Mr. Davin R. Tout, 
Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. Tot: In a recent telephone conversation you requested 
a copy of the Patent Advisory Panel Report to the Commission. 
As explained, the panel members rendered individual reports and there 


is submitted herewith: 


1. Mr. Oom’s report of December 10, 1958, with accompanying 


outline ; 


2. Memorandum accompanying outline of views of John A. Dienner 
together with the outline dated November 14, 1958; 
3. Brown’s memorandum re suggestions of the Patent Advisory 
Panel for Revision of the Patent Sections of the Atomic Energy Act 


of 1954, dated December 5, 1958. 
Sincerely yours, 


A. R. Lugepecke, 
General Manager. 


Chart outline of views of the panel members on ch. 13 of Atomic Energy Act 


(prepared by AEC) 


(1) See. 151. Military utilization: 
15la.: 


151b.: 
I ie cxsreicslncdviirtnnisi cine beniitiinainiliiadnicapietldnins dpdinvaniah 
BCE ERA AE Be 
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15le.: 
tN NR hs Oi ainirnaiatensid akin aaaeeloekdaatindin 
Tit OE TO. «ss hslinnntiabanpiaiainninn tincediaiatiasmtiiiemmneamtmaat 
15le.: 
Strike out.........- 
Keep as is.....--- 
Amend........- 
151d.: 
ere ae ee ee eee 
ey Rae eee ee ee 
ci hvesis in cns:iincln alias macicnmn trates taclraeetitherieatiniacitiiei eet cetacean el 
(2) Sec. 152. Inventions conceived during Commission contracts: 
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(3) Sec. 153. Nonmilitary utilization: 
153a.: 
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Keep as is..__--- 


153b.: 
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Chart outline of views of the panel members on ch. 13 of Atomic Energy Act—Con. 











(3) Sec. 153. Nonmilitary utilization—Continued 
153¢.: 


Strike out 

Keep as is 

ARNE qn. 2 itdn nnd scccnnscccudiichnnnewsde dbl ks a DRA SE 
es? 





PENN 66 occ cmensednncadesacucpovescersthe ee eee x 
Keep as is. 

TIT ti niin iaineensetan, Ath ieeline 1 ng catnepuniacbinidinutemmedanaadatiae akin diene aie eaietenicis 
(5) See. 155. Prior art: 

IE veteran banr pyle =taanenrenininnae winter ceiilailbins x x 


(6) Sec. 156. Commission patent licenses: 
Strike out 


SOT A ee re men mee wan a eee oe ween wenn enn [ee eee wenn [nen en eeens 


Keep as 


end 
(9) Sec. ~ Federally financed research: 
Strike out 


‘Strike out 





Amend 
(11) Shall we put inventions in the field of atomic weapons under the gen- 
eral law of patents? 
Yes, now 
Yes, later. 
No 








(12) Shall we put all inventions in the field of atomic energy (outside of 
weapons) under the general law of patents? 
Fe CD aa pirteciemnchacnwadiikampielbutitidinidiiigiinaaaiaamsaietesadl x! x x3 
Jt later 





! Including weapons. 
? As rapidly as possible. 
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SEPARATE Report or Caspeg W. Ooms, Mremper or Patrunt Ap- 
visory PANEL, ON PossrpLe REviIsIon or Patent PROVISIONS OF 
THE Atomic Enrerey Act or 1954 


This report attempts briefly to summarize my conclusions and 
recommendations to the Atomic Energy Commission with respect to 
the revision of the patent provisions of the Atomic Energy Act of 1954. 
It is based upon statements made by industrial representatives and 
patent attorneys who appeared at the open Patent Advisory Panel 
meeting on April 15, 1958, various publications and statements that 
have appeared with respect to this legislation, the staff memorandum 
of August 29, 1958, by the Office of the General Counsel to the Patent 
Advisory Panel, and the individual view of the members of the Panel. 

Throughout the history of the atomic energy legislation there has 
been a sincere and vigorous expression of criticism of the patent pro- 
visions of the Atomic Energy Acts of 1946 and 1954, and considerable 
criticism of the patent provisions contained in the Atomic Energy 
Commission contracts. Much of this complaint has been based upon 
general considerations of customary patent policy and the generally 
satisfactory experience of American industry with the U.S. Patent 
Act, from which the provisions of the Atomic Energy Act depart to 
some extent. Very little of the criticism that has been voiced is docu- 
mented with actual experience or demonstrated deficiencies in the 

atent program of the Commission. This may be in part due to the 

rief experience available in this technology and the unconventional 
conditions of the emerging atomic energy industry. Nevertheless, 
the criticism has been widely voiced by many responsible executives 
and patent attorneys, as well as occasionally by Members of Congress. 
Hardly any of the hearings of the Joint Committee relating to atomic 
energy problems have been free of some critical expressions directed 
toward the patent provisions of the Atomic Energy Act. 

We are all agreed that atomic energy legislation should be under 
constant scrutiny and reexamination and that, wherever possible, the 
patent policy of atomic energy legislation be brought into harmony 
with the general patent law as rapidly as is practicable. This does 
not mean that there should not be, where need for exceptions is shown, 
some departure from the provisions of the U.S. Patent Act. Whether 
any exceptions should be tolerated, and, if so, where, forms the 
subject of irreconcilable controversy. 

The patent provisions of the Atomic Energy Act of 1954 are con- 
tained in sections 151 through 160, inclusive, and the followin 
comments are directed to those sections in the order of their seria 
numbering. 


Section 151. Military utilization 


Section 15la: Forbids the patenting of inventions “useful solely 
in the utilization of special nuclear material for atomic energy in an 
atomic weapon” (“atomic weapon’’ is defined in sec. lid and ap- 
parently embraces only the effective portion of a weapon ‘as dis- 
tinguished from transporting or propelling devices). The section 
also nullifies any patent: previously granted for such invention, and 
orders just: compensation to be made therefor: 

Apparently no patent of this type has ever been mane, and the 
revocation clause is ineffective: sity 
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This provision represents a much more limited restriction upon 
the patenting of inventions in the field of atomic energy technology 
than the act of 1946. Objections are made to the provision largely 
on the ground that incentives are necessary in the development of 
military inventions, and that the departure from general patent 
practice is, therefore, likely to repress rather than increase inventive 
activity in this field. Weapons generally are not separated in the 
Patent Act from other inventions, nor are patents thereon forbidden 
or restricted. This provision, therefore, represents a substantial 
departure. 

Against this position it is argued that the efficacy of a military 
weapon is frequently increased by the secrecy which attends its 
existence and use, that there is but one customer for military weap- 
ons—the sovereign government and its allies—that since the govern- 
ment has freedom under other provisions of the patent statute (title 
28, U.S. Code, sec. 1498) to make and have made for it patented 
inventions subject only to liability to the patentee by litigation of 
claims in the Court of Claims, there is really no benefit conferred by a 
patent upon a military weapon. In addition, the U.S. defense procure- 
ment authorities invariably require multiple sources of military sup- 
plies. Some of these sources operate in defiance of patents and cannot 
be enjoined under a patent. In many respects a patent on a military 
weapon is emasculated, and its possession a delusion. 

Historically, of course, the production of atomic weapons has been 
maintained in attempted secrecy which would be penetrated by 
patenting. To some extent the dangers of disclosure have been over- 
come by excessive delays in handling the patent applications in the 
Patent Office, and in some countries by the absurd device of granting 
but not publishing “secret patents’’. 

Great Britain has long maintained a generous and effective award 
system for inventors of military weapons, and has liberally rewarded 
the inventors of the jet engine, the Bailey Bridge, ete. 

Section 151b. Limits any patent granted after the passage of the 
act by stripping its owner of any rights “with respect to any invention 
or discovery to the extent that such invention or discovery is used in 
the utilization of special nuclear material or atomic energy in atomic 
weapons.’ The statute also strips such rights from previously 
granted patents and imposes an obligation on the United States to pay 
for just compensation for such partial nullification. 

he same comments that have been made with respect to section 
151a are applicable to this provision. 

Section 15le is more sweeping in the subject matter to which it 
relates in that it requires the inventor or discoverer of any invention 
useful in the production or utilization of nuclear material or atomic 
energy, or in the utilization of such material in an atomic weapon, to 
file with the Atomic Energy Commission a report describing the inven- 
tion (unless he has filed a patent application on it) within 90 days 
after he completes the invention, or first discovers that it is useful in 
the manner expressed in the statute. 

It is the consensus of the Patent Advisory Panel that this section 
could be greatly shortened and clarified inasmuch as the categories of 
invention defined in the section overlap each other and are all embraced 
within the first category, but that the time limit prescribed in the 
statute is probably too short and should be at least doubled. 
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Section 151d requires the Commissioner of Patents to notify the 
Atomic Energy Commission of all patent applications embracing the 
subject matter mentioned in 15lc, and give the Commission access 
thereto. This section is believed to be unobjectionable. 


Section 152. Inventions conceived during Commission contracts 


Section 152: This provision of the statute has elicited more com- 
plaint than any other because it places every patent application upon 
a nuclear invention under a cloud, and enables the Atomic Energy 
Commission to invoke an exceedingly summary procedure to require 
the issuance of the patent to the Commission if the invention was 
‘“‘made or conceived under any contract, subcontract, arrangement, or 
other relationship with the Commission’’, whether paid for by the 
Commission or not. The section also remits any contest as to the 
title of such inventions to the Board of Patent Interferences of the 
U.S. Patent Office. 

The section also contains an exception that permits the Commission 
to waive its claim, otherwise enforcible under section 152. 

The objections to this section arise from two fundamental consider- 
ations: The first is the sweeping and rather ambiguous language 
attempting to define the conditions under which the Commission may 
demand the issuance of a patent to it; the second arises from the fact 
that the Board of Patent Interferences is not as well equipped as a 
court to conduct a trial of the questions that would arise in the enforce- 
ment of this provision. 

It is recommended that the provision be redrafted to— 

(1) limit its applicability to work done under contractual 
arrangements out of which the invention arises; 

(2) provide expressly that the provision shall have no applica- 
tion where the contractual arrangements contain express terms 
as to the ownership of patents arising in the performance of the 
contract; and 

(3) provide that any questions arising under the section ma 
be tried in the U.S. district court, either for the district in whic 
the patent applicant resides or, at his election, the District of 
Columbia. 

There may be some question whether this last suggestion of having 
the litigation conducted in the U.S, district court might not invade 
the traditional secrecy of Patent Office proceedings. Of course, 
Patent Office proceedings have traditionally, and more recently by 
statute (title 35, U.S.C., sec. 122), been maintained in secrecy. Even 
the release of certain opinions is suspended until the patent applica- 
tion is finally acted upon and the patent has gone to issue, or has been 
finally rejected. Nevertheless, there are certain types of patent cases, 
such as the so-called 4915 actions and other actions brought against 
the Commissioner, which involve proceedings in which an applica- 
tion is pending. There would therefore appear to be no fatal obstacle 
in having proceedings of the kind which would be brought under what 
was section 152 brought into the U.S. district court. Undoubtedly 
the proceedings would come so late after the filing of the application 
that any dangers inherent in exposure would have been obviated by 
the lapse of time, and if special precautions were necessary to protect 
either the patent applicant or the United States, the district court 
could order the appropriate safeguards in the proceedings, 
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Section 153. Nonmilitary utilization 


This section contains a number of provisions which provide for so- 
called compulsory licensing of patents in the fields of nuclear tech- 
nology under the specified conditions that the invention or discovery 
covered by the patent “is of primary importance in the production 
or utilization of special nuclear material or atomic energy,” and that 
“the licensing of such an invention or discovery * * * is of primary 
importance to effectuate the policy and purposes of this act.” 

The section proceeds with the detailed provisions of how compulsory 
licensing proceedings may be initiated either by an applicant who is 
unable to arrange terms with the patent owner, or by the Commission 
itself, and then provides for the procedural steps necessary for the 
declaration under which compulsory licensing is available. 

Fundamentally, comaprenteey licensing 1s a violation of the essential 
concept of a patent system. The entire theory of the patent system is 
that the owner of the patent, because of the contribution of the 
inventor, becomes exclusively entitled to the exploitation of the 
invention during 17 years. Any procedure which either reduces this 
term of years or invades the exclusive opportunity of the patentee or 
patent owner to exploit the invention and to exclude others from its 
use necessarily reduces the value of the patent and contradicts the 
fundamental feature of a patent, which is the grant of the power to 
exclude. Throughout the history of the United States, there has 
developed an attitude that compulsory licensing is abhorrent to the 
patent system and the industrial activities which have in part de- 
pended thereon. The result has been an almost universal disapproval 
of any forms of compulsory licensing. Nevertheless, there is con- 
siderable compulsory] icensing in the ‘nited States: First, that pro- 
duced by the statutes which permit the United States itself to contract 
for the use of a licensed invention without being subjected to inter- 
ference by injunction and confining the liability of the United States 
to a suit for darnages in the Court of Claims. Second, a great number 
of statutes relating to recent Government operations, such as dam 
construction, the extraction of fuels from shale, the development of 
space vehicles, etc., have express provisions which enable the United 
States, or the agencies to which these various activities have been 
assigned, to employ patents without liability to injunction and, in 
some cases, without any liability whatsoever. Third, there is, of 
course, also a tendency in antitrust cases where the violation of the 
antitrust laws has been dependent upon or has involved the use of 
patents for the court, upon the entry of a decree holding a violation 
of the antitrust laws, to require the patent owner to dedicate the 
patents or to license them for use by others either without royalty 
or upon terms to be fixed by the court, etc. 

The provision in the atomic energy legislation of 1946, which 
provided for compulsory licensing of the same kind but under less 
specific terms and conditions than those outlined in the act of 1954, 
was designed to prevent interference with the development of atomic 
energy by an obstinate patent owner who might be unwilling to 
permit others to use his invention. The legislation dealing with 
nuclear technology is now more than 12 years old, and no occasion 
has arisen for the invocation of the power of ‘the Commission’ to 
declare a patent affected with. the public interest and therefore subject 
to compulsdry licensing. Part of this is undoubtedly due to the fact 
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that most of the inventions in this field have been made by the 
Atomic Energy Commission or its employees and contractors, with 
the accrual of all patent rights to the Government, and part of it 
may be attributed to the fact that the presence of this provision in 
the law does encourage the voluntary licensing by patent owners in 
the field, although no instance of this can be found in the entire 
literature which has developed from our atomic energy legislation and 
experience. 

Probably no other provision of the atomic energy legislation of 
1946 and 1954 has invoked as much criticism as this provision. Much 
of this criticism has been the expression of the traditional attitude 
against compulsory licensing, and some of it is based upon a real 
fear that anything which detracts from the value of a patent will 
inevitably weaken the incentives necessary to encourage development. 
When the provision was first put into the Atomic Energy Act it was 
done with the thought that there might be inventions and develop- 
ments in the field of nuclear technology which would be overwhelming 
and dominating and would thus entrust to a single patent owner a 
power which might, if not wisely exercised, interfere with the expected 
development in nuclear invention and exploitation. There have been 
but few occasions in the history of invention and technology where 
dominating patents have appeared; in most cases where this has 
occurred the patent owner has wisely permitted the use of the inven- 
tion and thus broadened the base of its utilization and, necessarily, 
the base of any return he procured thereon, or has exploited it to its 
full demand. That this may not always be so is the single contin- 
gency against which a provision for compulsory licensing might be 
necessary and justified. 

In some of the debates and hearings upon the legislation which 
culminated in the act of 1954, one of the most vigorous opponents of 
this provision stated that in the event a patent of dominating scope 
appeared and the owner refused to permit its utilization and thereby 
interfered seriously with the development of nuclear technology, 
Congress could enact suitable legislation to care for that contingency. 
This would be constitutionally doubtful. The only constitutionally 
secure method of providing against the contingency of the appearance 
of a dominating patent and its utilization under conditions that might 
interfere with developments in the atomic energy field, would be by a 
compulsory licensing device. Even the power of the Commission to 
purchase patents depends upon the voluntary cooperation of the 
patent owner, and while in most cases this would undoubtedly be 
available both for material and patriotic reasons, the exceptional 
situation may arise where only the invocation of the power of com- 
pulsory licensing may overcome the obstacle. 

The panel is not unanimous upon what should be done with the 
compulsory licensing provision of the act. Industry is generally and 
almost uniformly opposed to the presence of any compulsory licensing 
provision in the legislation. Since it is for industrial protection that 
this extremely limited compulsory licensing has been provided for, 
and industry’s thoughtful study has led to a unanimous condemna- 
tion of this provision, the risk may be negligible. If so, the provision 
for compulsory licensing could be stricken. 

Undoubtedly the present terms of the legislation can be more 
clearly expressed to disclose that the compulsory licensing provision 
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is an emergency reserved power to be invoked only in extreme condi- 
tions, and then only where all voluntary efforts between the patent 
owner and the prospective licensee fail, and where the consequences 
are clear that there will be serious interference with nuclear develop- 
ment. 

By its own terms, the statute will apply only to patents for which 
applications have been filed before September 1, 1959, although of 
course such patents may not issue for several vears and there will 
therefore be a continuing power of compulsory licensing with respect 
to such patents. 


Section 154. Injunctions 


This provision is unnecessary if, in the rewriting of the statute, any 
provisions with respect to compulsory licensing are appropriately 
expressed. 


Section 155 


Section 155 expresses an extremely fundamental departure from 
almost all of the law of patent systems throughout the world. The 
entire theory of the patent system is that the system will encourage 
the development and publication of an invention. Under section 155, 
although there is a secret development and a concealed knowledge of 
the disclosure in the possession of the Atomic Energy Commission, a 
subsequent and independent inventor may, by the mere existence of 
such unavailable information, be deprived of his rights to a patent. 
All other bars to a patent are dependent upon the public’s having 
access to the knowledge which is the basic bar to the granting of a 
valid patent. The purpose of this section could be much better 
served if instead of making such secret, undisclosed knowledge a bar 
to the patenting of an invention and therefore a basis for invalidating 
a patent issued to an independent inventor, the knowledge were 
merely permitted to be a defense to infringement by the Atomic 
Energy Commission. 


Section 156. Commission patent licensing 


It has been the practice of the Atomic Energy Commission to 
issue free licenses under any patents owned by it. It has been proposed 
at times that this practice be modified by offering such patents for 
licensing or sale on a commercial basis with revenue to the Atomic 
Energy Commission. Such a commercial exploitation of patents owned 
by the United States or one of its agencies would constitute a funda- 
mental departure from more than a century of traditionally free 
licensing. This would necessarily involve the corollary practice that 
suits be brought against unlicensed users of the inventions covered 
by such patents either by the United States or its licensees. 

Before any such fundamental departure be taken from the policy of 
free licensing, certainly further investigation of the wisdom of the 
policy should be undertaken. It is my recommendation that the 

resent practice of free licensing continue and that the Atomic 
nergy Coramnission itself be permitted to work out the adminis- 


trative procedures for effecting the licensing and for securing such 
statistical information from the licensees as may seem desirable. 
Section 157. Compensation awards and royalties 


This is a rather elaborate section of the statute which sets up the 
Patent Compensation Board and outlines the procedures and standards 
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which it shall follow in determining just compensation, reasonable 
royalties, and awards provided for in the act. 

All of the functions of this Patent Compensation Board could 
very readily be transferred to a court or to the several courts of the 
United States sitting throughout the United States. The number 
of claims involved under this section have been so few (less than 35 
at this time) that any elaboration of the Board or transfer of its func- 
tions seems undesirable. The use of a part-time Board composed of 
citizens having special qualifications to deal with the problems 
entrusted to the Board and having no other employment with the 
Commission than as members of the Board, has apparently met with 
satisfaction. 

Awards.—The section does contain a provision for the granting 
of awards to inventors or discovers who make contributions “in the 
production or utilization of special nuclear material or atomic energy”’ 
who have reported their inventions or discoveries to the Commission 
and who are not entitled to just compensation nor the reasonable 
royalties provided for in other sections of the act. This is an entirely 
voluntary and discretionary procedure which has, up to this time, 
resulted in the making of only a single award where the purchase of 
patents was not involved. 

This section also confers power to the Commission to grant an 
award upon the recommendation of its General Advisory Committee, 
with the approval of the President, for “any especially meritorious 
contribution,’”’ and an annual award has been made under this pro- 
vision successively to Drs. Enrico Fermi, John Van Neumann, and 
Ernest Orlando Lawrence. 

There is no doubt but that the availability of an award system has 
merit, particularly in an art where patentability is denied to certain 
inventions such as those of the utilization of nuclear materials or 
atomic energy in a military weapon. If an award is to continue to 
be available, the use of the Board for the granting of such an award 
is desirable. The evaluation of patent rights is somewhat specialized. 
Although the function of determining just compensation or reasonable 
royalties under the other provisions of this statute are necessarily a 
special form of evaluation with which most courts have had little, if 
any, experience, the function could be performed by the courts, 
although perhaps not with the facility of a Board selected of men 
whose experience has been greater in the field of patent problems. 
The Board thus far has been composed of such men and it is therefore 
believed that if the award system is to be maintained, which is recom- 
mended, this section of the statute requires little change. The Board 
would also prove useful in the determination of just compensation 
under the statute, and in fixing reasonable royalties if compulsory 
licensing is provided for. 


Section 158. Monopolistic use of patents 


This provision is entirely superfluous as the power which it appar- 
ently confers upon courts of equity has long been exercised as an in- 
herent power by those courts in cases where patents were employed 
in violation of the antitrust laws. 


Section 159. Federally financed research 


This section expresses congressional approval of the policy that has 
continuously been followed successively by the Office of Scientific 
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Research and Development, the Manhattan District, and the Atomic 
Energy Commission in its contracting policy. In these contracts it 
has been regularly required that where the contract calls for federally 
financed research, the patents which ensue from the work performed 
under the contract accrue to the United States. The provision should 
be retained as it is merely a permissive provision and does not dictate 
the details of the policy and procedure to be followed by the Atomic 
Energy Commission. Necessarily, fiexibility in that policy is not only 
necessary but wise. 


Section 160. Saving clause 


Section 160 was put into the 1954 act because under the 1946 act 
certain patents were denied in specific fields of nuclear technology in 
which they were not denied by the act of 1954, and it was Theme 
provided that anyone who had been denied a patent in these fields 
under the earlier act could renew his application under the act of 1954. 

In the event that there are substantial modifications of the patent 
provisions of the Atomic Energy Act of 1954, it will undoubtedly be 
desirable that some type of saving clause be incorporated into the act. 
What the nature of such saving clause may be depends entirely, of 
course, upon the revisions that are effected in the 1954 legislation. 

Casper W. Ooms, 
Member, Patent Compensation Board. 
Curcaao, Iuu., December 10, 1958. 





MegmoranpuM ACCOMPANYING OUTLINE oF VIEWS 
JoHN A. DIENNER 


1. Section 151. Military utilization.—I have voted to strike out 
subsections a. and b. but as shown in my answer to question 11, it 
might be preferable to do this later. 

‘Re 151 c, and d. relating to reports, I would continue these reports 
whether or not atomic weapons are eliminated from the act. 

2. Section 152. Inventions conceived during Commission contracts.— 
I would strike out section 152 and rely upon the law as established in 
United States v. Dubilier (289 U.S. 178). I recommend that Atomic 
Energy Commission be permitted to exercise the same liberality of 
interpretation that the ikea agencies of the Government are permitted 
in this direction. Since the circumstances involved have a direct 
bearing upon the type of contract, I would give the contracting officer 
the power to determine the applicability of the Dubilier decision in 
advance of writing the contract, and then recite the result of his 
determination in the contract. 

3. Section 153. Nonmilitary utilization.—I vote to strike out all of 
section 153. Rights originating under paragraph 153 in all patents the 
applications for which were filed before September 1, 1959, should of 
course be retained as by a saving clause such as section 160. 

4. Section 154. Injunctions.—This should be repealed with a reser- 
vation of its continued applicability to rights which have accrued 
prior to its repeal. 

5. Section 155. Prior art—This should be repealed, since it con- 
stitutes an exception to the general law of patents and no particular 
need has been shown for it in this field which could not also be asserted 
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in connection with any other,Government department. At present, 
this. section introduces an unnecessary uncertainty in a system of 
granting patents which inherently has too many uncertainties to 
begin with. I should not favor a personal defense based on such 
evidence, since the general patent law does not recognize any personal 
defense except as it is based upon something which the owner of the 
patent himself did. 

6. Section 156. Commession patent licensor.—I recommend that this 
section 156 be repealed, and that Congress set up machinery for en- 
forcing patents owned by the Federal Government and for granting 
royalty-bearing licenses. These licenses should normally be non- 
yw nn but under circumstances justifying it, they might be ex- 
clusive. 

I would favor the establishment of a Government corporation, like 
the British NDRC, with power to deal in the United States and foreign 
countries on AEC patent matters including the collection of royalties, 
both domestie¢ and foreign. 

7. Section 157. Patent Compensation Board.—I would keep 157 a. 
substantially as it is, since such a Board is useful to the Atomic 
Energy Commission. I would omit 157 b. (1), since I have voted to 
eliminate compulsory licenses, and I would continue the Board to 
carry out the findings on “just compensation” under b. (2) and b. (3) 
and also 157 c. The reason for retaining these is to keep the jurisdic- 
tion of the Board on items which had accrued under sections b. (2), 
b. (3) and ¢c., prior to amendment of the act. 

8. Section 158. Monopolistic use of patents—-I vote to strike out 
this section, since the Antitrust Acts in force are ample to take care 
of this situation. 

9. Section 159. Federally financed research.—I would strike out this 
provision, and rest on the law in the Dubilier case above referred to, 
289 U.S. 178, or if a specific standard were required, then I would 
write into the statute the standards of the Dubilier case to peg the 
interpretation of the same. 

10. Section 160. Saving clause—A saving clause is necessary to 
cover rights accrued prior to amendment of the act. 

11. While I favor putting inventions in the field of atomic weapons 
under the general law of patents, I feel that this might well be deferred 
until a later revision comes up, in the hope that the threat of the use 
of atomic weapons is less pressing. 

12. I think this is the question which most of the representatives of 
industry at our April 15 meeting were most urgently concerned 
with, and wanted us to answer in the affirmative. ‘They want atomic 
energy (possibly excepting weapons) to be treated like any other field 
of invention under the general patent laws. 

13. Outside of the military field, there is nothing concerning inven- 
tions in atomic energy which requires treatment any different from 
inventions in the field of steam, gas, or electrical energy. As I have 
pointed out elsewhere, the Federal Government has the power of 
eminent domain. So have the States. Furthermore, if any case of a 
psychopathic patent owner arose, we could deal with such person as 
we could with any psychopathic individual. Industry says it is afraid 
of the compulsory frcbrine feature, and I think it would be desirable to 
remove their fears on this item by revoking section 153. 


Joun A. DIENNER. 
Cuicaco, November 14, 1958. 
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Brown’s MEMORANDUM RE SUGGESTIONS OF THE PATENT ADVISORY 
PANEL FOR REVISION OF THE PATENT SECTIONS OF THE ATOMIC 
Enerey Act or 1954 


This memorandum states the writer’s individual advice regarding 
changes in the patent sections of the 1956 Atomic Energy Act. It is 
understood that the Chief of the Patent Section proposes to consolidate 
the statements of the three patent advisory panel members in a docu- 
ment or documents to be supplied to the Commission. 

By way of preface to the present memorandum and my comments 
upon the respective recommendations of Messrs. Ooms and Dienner, 
it is pertinent to say, as I have set forth in considerable detail in the 
two prior communications, that I believe the fiat ownership of atomic 
energy inventions, and the taking out of patents thereon in the United 
States and abroad in the name of the AEC, is a mistake of policy 
resulting in much useless expense, producing patents of no practical 
value as patents, and will be distinctly prejudicial to industrialists 
of this country in their future efforts to compete in atomic energy 
exploitation in foreign countries. I believe the present Atomic 
Energy Patent Act, in practical effect, is equivalent to providing that 
most U.S. patents in the atomic energy field do not function as patents, 
and that patents that would be of material value here and abroad to 
U.S. industry, if those patents were owned by our citizens, are bein 
in effect abandoned for the benefit of the world wide public. AEC 
patents in practical effect seem to be effective merely as publication 
establishing dates and priorities for defense against later inventors. 

The present atomic energy patent statute substantially lessens the 
normal incentive to invent, and to exploit patented inventions, in 
the atomic energy field. I believe the substantial limitation of such 
incentive by the present law and practice has retarded, and will 
continue increasingly to slow invention, improvement, and industrial 
applications of atomic energy in this country, and will hamper our 
citizens in their efforts to obtain business in this field in foreign coun- 
tries. 

With the foregoing résumé of my basic conclusions as a background, 
I proceed with comment and recommendation as to each specific 
patent section of the act. 

Following Mr. Dienner’s suggestions, I attach at this point a copy 
of his debedatien of items involved, with my votes indicated thereon. 

Using the memorandums of Messrs. Ooms and Dienner with respect 
to each of the sections of the act as a format, I submit the following 
specific comments, using the paragraph numbers and headings as in 
Mr. Dienner’s memorandum. 


1. Section 151. Military utilization 


I agree with Mr. Dienner in recommending the striking out of 
subsections (a) and (b). I think this should be done now. 

I would also strike out section (c) requiring reports of all AE in- 
ventions. This requirement seems an onerous burden on industry 
and independent researchers, and no longer necessary. Probably it 
was deemed necessary at a time when military importance and 
secrecy were paramount, and when it was thought that tre United 
States had and could maintain a monopoly on the basic technology 


of the utilization of atomic energy. That premise has apparently 
gone with the wind. 
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Paragraph (d) seems to be in accord with other statutes and prin- 
ciples relating to inventions primarily of military importance, and 
therefore proper, although apparently it adds little if anything to 
prior general statutes. If retained and if (c) is stricken out, (d) 
should be amended to limit the requirement to inventions as to which 
the AEC should have prompt knowledge. Without attempting to 
define them, it seems to me there must be many kinds of AE inven- 
tions on which the reporting of patent applications would be of no 
real value or usefulness to AEC; (c) defines such inventions too 
broadly. 

Prohibiting patents on weapons utilizing atomic energy seems to 
me to have been a mistake from the first. With all the efforts and 
vast disbursements that are being made by the Department of 
Defense to develop atomic energy weapons and accessories, all possible 
incentive to spur patentable invention by civilians of military weapons 
should be encouraged, not prohibited. Other forms of military 
weapons may be patented, and have been. Some inventions of great 
importance to our defense and security have been made by civilians. 
Since the Government has the right to utilize all such inventions, and 
to hold such inventions secret so far as publication of patents is con- 
cerned, subject to compensation under existing statutes, the prohibi- 
tion of patents on atomic energy weapons seems unwise and unneces- 
sary. It may well be prejudicial to the overall defense effort. 


2. Section 152. Inventions conceived during Commission contracts 


I believe this section should be repealed. The representatives of 
productive industry who appeared at the April 15 meeting were 
substantially in agreement in objection to the requirements of this 
section under which all substantial inventions made by contractors 
become the property of AEC. I believe the extraordinary require- 
ments of this section, and AEC practice under it, if ever justified, are 
no longer fair to contractors, or in the best interests of the United 
States and its citizens. While, as Mr. Ooms suggests, this section 
could be amended to liberalize it, and while as industry suggested, 
AEC could remove some of its objectionable features by broad and 
published general waivers, it seems to me the clean cut way to meet 
the situation would be to eliminate the entire section. As Mr. 
Dienner points out, the interest of the United States under inventions 
produced by contractors while acting for the United States can be 
protected by the terms of the contracts, consistent with established 
patent law, as is now done by the Department of Defense. 


8. Section 158. Nonmilitary utilization 


I agree with Mr. Dienner that this section should be stricken out. 
I disagree with his position that rights arising under this paragraph 
on all patents ‘sstiad on applications filed before September 1, 1955, 
should be retained. 

Without rearguing the advisability of compulsory licensing power 
of AEC in this field, I point out that although Mr. Ooms desires to re- 
tain that power under this section, he states his belief that “com- 
pulsory licensing fundamentally is a violation of the essential concept 
of a patent system”, that * * * it “contradicts the fundamental 
feature of a patent’, that there has been developed a public attitude 
that Commpelbery licensing is abhorrent to the patent system” * * *, 
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and that there has been “almost universal disapproval of any form 
of compulsory licensing’. (Ooms, p. 9). 


4. Section 154. Injunctions 


In my opinion this section should be repealed. I do not agree 
with Mr. Dienner that there should be reservation continuing its 
application to rights accrued prior to its repeal. I see no need for 
such a qualification. 

Mr. Ooms seems to agree that this section is unnecessary if the sec- 
tion relating to compulsory licenses is suitably amended and restricted. 
If he should agree that section 153 should be eliminated, he would 
probably agree that section 154 should also be stricken. 


5. Section 155. Prior art 


This section provides that prior secret knowledge “within the 
atomic energy program of the United States” shall be a bar to patent- 
ing of inventions in the atomic energy field. As Mr. Ooms says, 
this law establishes “‘an extremely fundamental departure from almost 
all of the law of patent systems throughout the world.” 

Mr. Dienner points out that such effect of secret knowledge is an 
exception to the general law of patents and that no particular need 
has been shown for it in this field, and that it introduces an unnec- 
essary uncertainty in our system of granting patent. He does not 
favor even a personal defense based on such secret prior knowledge, 
whereas Mr. Ooms suggests that at most such secret knowledge 
should constitute a defense to infringement by the Atomic Energy 
Commission. 

I am inclined to agree with Mr. Dienner. 


6. Section 156. Commission patent licenses 


Both Mr. Ooms and Mr. Dienner qualify their advise regarding 
this section. Mr. Ooms apparently disap roves the statute if its 
effect is to permit AEC to offer its patents for restricted licensing on 
a commercial basis, with revenue to AEC. He says that such exploi- 
tation of patents owned by the United States or one of its agencies 
would “constitute a fundamental departure for more than a century 
of traditionally free licensing.”” He recommends that the present 

ractice of free licensing continue and that details for granting such 
hoetmes be worked out by administrative procedure within the 
Commission. 

Mr. Dienner recommends that section 156 be repealed, but adds 
the recommendation that Congress set up machinery for dealing with 
Government-owned patents. He suggests the establishment of a 
Federal Government-owned corporation with power to deal in United 
States and foreign patents, including the collection of royalties both 
domestic and foreign. Doubtless purchase and sale of patents would 
be included in the operations of such a corporation. 

Believing as I do that patents owned by AEC or the United States 
are in practical effect open to all U.S. citizens with or without formal 
licenses, it follows that restricted individual licenses under, or sale of, 
its patents by AEC, should not be authorized or directed. The sec- 
tion therefore seems superfluous and is misleading. I think it should 
be repealed. 
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As to setting up a Federal commission or corporation to deal in 
U.S. patents and rights thereunder, I think that for the United States 
to go into the business of buying, selling, and licensing United States 
and foreign patents for profit, would be objectionable and unwise 
for many reasons, and would meet with almost universal disapproval 
by industry and the patent bar. 


7. Section 157. Patent Compensation Board 


Government personal monetary voluntary awards seem to me bad 
as a matter of principle and expediency. They are likely to produce 
political recriminations, to lead to jealousy and dissatisfaction amon 
coworkers, and to be based upon records and personal factors whtieh 
would not stand the normal tests of admissible evidence and judicial 
eee They are colorably analogous to ecclesiastic dispensation. 

t seems to me that section 157 has been used argumentative to justify 
the exclusion of the atomic energy field from our general patent 
system. In other words, having removed much of the incentive to 
industry to make inventions in this field, the award section has been 
iimerted in the Atomic Energy Act ostensibly to excuse or mollify 
elimination of normal benefits of the general patent system in this 
special field. It is far from being an adequate substitute or equiva- 
lent. If the general patent law were applied to atomic energy there 
would be no more need or excuse for the award system here than in 
many other fields of industry. 

I do not urge repeal of this section, because up to the present 
time it has produced no serious basis for objection by the public. It 
is being administered by an outstandingly competent Board. It 
relieves the Commission of much detail. In form it needs little, if any, 
change, if it is to be continued. 


8. Section 158. Monopolistic use of patents 


I agree with Mr. Ooms and Dr. Dienner that this section is superflu- 
ous and should be repealed. 


9. Section 159. Federally financed research 


If this section be construed, as Mr. Ooms interprets it, as merely 
permissive and not directive in any position sense, then it seems super- 
fluous and possibly misleading. If it could by implication require that 
all patents based on invention made or conceived during the course 
of federally financed research or operations be assigned to the United 
States and thereafter regarded as patents that could be dealt with as 
though owned by private citizens, then the entire section should be 
striken out. [am inclined to agree with Mr. Dienner in his comment 
and advice on the section. 


10. Section 160. Saving clause 
I agree with the second paragraph of Mr. Ooms’ comments as stated 
on page 18 of his memorandum. 


Jo. Barty Brown. 
DeceMBER 5, 1958. 
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Excerpts FROM 1947 Report or Patent Apvisory PANEL 


U.S. Atomic Enrerey Commission, 
Washington, D.C., September 17, 1947. 
The Aromic Energy Commission, 
Washington, D.C. 

GENTLEMEN: We herewith transmit our first report on the patent 
problems of the Atomic Energy Act. 

In January 1947, your Commission, acting under section 12(a) (1) 
of the Atomic Energy Act, appointed an advisory panel to recommend 
to the Commission policy, procedures, and staff organization for the 
effectuation of the patent provisions of the act. This panel originally 
included Casper W. Ooms, then U.S. Commissioner of Patents, 
William H. Davis, Chairman of the Department of Commerce Patent 
Survey Committee, and John A. Dienner, former president of the 
American Patent Law Association. 

The panel met with the Commission, its General Manager, and 
General Counsel and undertook a preliminary survey of the problem 
in that month. In July 1947 the advisory panel was enlarged by the 
addition of Hector M. Holmes, an active practitioner in patent liti- 
gation, of the Boston bar. 

Throughout the summer of 1947 several members of the panel 
devoted most of their time to the study and the preparation of this 
report and met frequently with members of the Commission’s staff 
and operating personnel. The General Manager, General Counsel, 
Patent Adviser and many other associates were interviewed; the 
contracts employed by the Atomic Energy Commission were examined 
and studied; the Patent Office officials were consulted with respect to 
aspects of the problem which involved procedures and problems before 
that Office in the handling of applications for patents upon inventions 
in the field of atomic energy; and public reports and other docu- 
mentary materials bearing upon the legislative history of the Atomic 
Energy Act and the problems of control of atomic energy were studied. 

Our report is necessarily limited largely to the problems of the 
greatest urgency and, because of the lack of any history of experience 
under the act or comparable legislation, must necessarily be somewhat 
tentative in character. It is contemplated that several phases of the 
subject will be developed more fully in the early future and made the 
subject of subsequent reports. 

Witiiam H. Davis. 
Joun A. D1r=nNngER. 
Hector M. Houmes. 
Casper W. Ooms. 


Report oF Parent Apvisory PANEL 


PART I. HISTORY BEARING UPON PATENT PROVISIONS OF THE ACT 


Patent policy prior to atomic energy 

Until the utilization of atomic energy became possible the freedom 
of the Government to use patentable inventions and discoveries was 
adequately safeguarded under the act of June 25, 1910, as amended 
(U.S.C. title 35, sec. 68), by which the right of the Government and 
its contractors to use any patented invention or discovery, is subject 
only to payment by the Government of compensation for such use. 
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Progress of science and useful arts was almost wholly in the hands 
of private persons because the facilities for the production of goods 
and the facilities for research and development of new processes, 
devices, and products were likewise almost wholly in private hands. 
Research of a purely scientific character was largely carried on by 
institutions wach as colleges and universities and endowed institutes, 
the chief results being the discovery and dissemination of new knowl- 
edge thrown open to the public by publication. 

With the advent of World War II with its concept of total war, this 
situation of necessity was changed. 


General patent policies of OSRD 


The Government took over the direction of war production and 
in many cases established its own facilities for insuring production of 
goods needed to prosecute the war. It established a central authority 
for guiding the development of new devices or the improvement of 
known devices which were deemed useful for the defensive-offensive 
operations of total warfare. This function of guiding the invention 
and development of needed devices, processes and methods was largely 
performed by the Office of Scientific Research and Development under 
Dr. Vannevar Bush. Certain specialized fields of invention and 
development were centered in other authorities, but the general field 
was assigned to OSRD. When a project reached the stage of manu- 
facture, it was generally turned over to a procurement agency. 

With minor exceptions the work of devising and developing to the 
stage of manufacture any specific product, process or device was done 
under contract made by OSRD on behalf of the Government with such 
private person or organization as was best equipped to do the job. 
Since such projects ranged all the way from the investigation of basic 
scientific questions down to the production of specific gadgets, inven- 
tions and discoveries were to be expected and many did in fact result. 

The policy concerning the allocation of rights in and to inventions 
and discoveries and patents thereon, followed, in general, the previous 
practices of the Army and Navy in the development of special devices, 
1.e., the scope of rights to be granted to the Government depended upon 
the nature of the subject matter and the patent and industrial position 
of the contractor. 


Atomic energy demanded different treatment 


When the proposal to pursue the development of atomic energy 
by nuclear fission was entertained, a new situation was presented. 
It was shortly realized that the potentialities of this new development 
were so great that the project must be completely under the control 
of the Government. Atomic energy offered the possibility of both a 
better life and a worse death, and which it would be depended solely 
upon the intent of the user. The immediate oe was a military 
weapon, but the social implications and possibilities of utilization of 
this new agency for improving the lot of mankind were fully realized 
from the start. 

The project began as others had begun, namely, by making the 
usual types of contracts of employment with qualified individuals 
and organizations to perform particular parts of the project, but the 
tremendous importance of the development shortly indicated that 
every phase of the project so far as possible must be owned by the 
Government and must be carried out with complete secrecy. 
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It became clear that it would not be enough for the Government 
to own all the facilities for production, but that the Government should 
be in position to own as well all inventions, discoveries, know-how, 
and even all information involved in each and every phase of pro- 
duction or utilization of atomic energy, to keep its military potentiali- 
ties secret, to keep the use of such dangerous and revolutionary agency 
under complete control everywhere and to provide complete freedom 
for research and development in this field. 


Patent policies peculiar to atomic energy 


Under direct orders of the President, OSRD was, in 1942, instructed 
to secure complete patent control of all inventions and discoveries 
essential to the production and utilization of atomic energy. This 
involved a special patent policy in this field. All contracts in this 
field were made pursuant to this policy, and such as had been pre- 
viously made were renegotiated to conform to that policy. 


International implications 


It was early realized that this Government, if it had complete patent 
control, would be in a dominant patent position throughout the world 
if and when the situation arrived where the various inventions and 
discoveries could safely be made public. 

Complete control by way of secrecy of the necessary processes, 
products, and devices, as well as know-how and other information 
could be a powerful instrument to induce international agreement to 
set up a system under which such knowledge could be released with 
assurances of safety. 

Secrecy was less likely to fail under complete control by the Govern- 
ment of all facilities, and the employment of all competent scientists 
familiar with the subject. This was the wartime status. 


PART VIII. CONCLUSIONS AND RECOMMENDATIONS 


(1) The legislative history of the act and the intrinsic provisions of 
the act indicate the intention of Congress to provide procedures for 
insuring complete freedom from interference from patents in all activi- 
ties of the Commission and its activity licensees and researchers in the 
field of atomic energy. 

Only to the extent deemed by Congress necessary to insure this 
freedom does the act make any direct change in the patent laws. 
A direct change is in section 11(a)(1) declaring certain subject matter 
not to be subject of patent grant. (Revocation of past grants is 
merely a method of making the change retroactive.) 

Rights of exclusion in patents which impinge upon specified activi- 
ties in the atomic energy field, are to the extent that they might inter- 
fere with the same, made unenforceable. 

The patent provisions of the act are not general changes in the 
patent laws, but legislation to give the Commission and its licensees 
and researchers freedom of action in a specified field, i.e., atomic 
energy. 

The normal incentives provided by the patent include the possibility 
of establishing an enterprise to supply the protected market provided 
for in the patent grant. In the production of fissionable material, and 
in the application thereof to a military weapon, no unlicensed private 
enterprise is permissible. 
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By terms of the act indemnification in the form of compensation, 
royalty, or award is substituted for the right to exclude. 

In all fields of activity in which the patent laws operate, the normal 
incentives of the patent are left open, save only in the case of specific 
patents which impinge upon activities in the field of atomic energy. 

The impact of the act upon the patent system, and upon normal 
process of industry is thus made as small as possible consistent with 
the needs of common defense and security and the other purposes of 
the act. 

(2) From our observations and discussions with members of the 
Commission and the Commission staff of the conduct of operations 
under the act relating to inventions, discoveries, and patent rights we 
have come to the conclusion that the exercise of rights as practiced 
by the Commission coincides with our recommendations to disturb 
the normal conduct of business, particularly in respect to patent 
rights, as little as possible. While the period of observation has been 
limited by the relatively short time that the act has been in existence 
it is evident that the Commission is following, in the fields in which 
we are interested, the policy of performing the complex and difficult 
functions with which it is charged by the act with care to avoid any 
unnecessary interference with normal functioning of the patent system. 

(3) The Patent Section, as constituted under OSRD and continued 
in operation under the Commission, has performed a difficult and 
intricate service in a manner which merits commendation. 

A large number of contracts have been successfully negotiated with 
all types of contractors involving a great variety of situations in the 
subject matter, the background position and nature of the contractors, 
and the character of service to be performed. We find evidence of 
general satisfaction of the contractors with the work of the contracting 
officer, and particularly with the fairness with which the contracts 
have been negotiated and administered. 

(4) In the administrative organization we recommend that the 
Patent Section be established as a section of the Legal Department of 
the Commission answerable to the General Oviiiiedl with wide discre- 
tion in patent matters. 

(5) The types of patent clauses in contracts employed to meet the 
different types of subject work, and of the character and situation of 
the contractors, appear to us to be generally satisfactory. We suggest, 
in the interest of certainty, an amendment of the definition of the 
= of the Government in types B and C (see pp. app. Al-—A3 
above). 

(6) With such exceptions as the act itself makes in the statutory 
class of inventions and discoveries, the filing of applications for patents 
on inventions and discoveries under the control of the Commission as 
previously practiced by the Patent Section should, in the judgment of 
your committee, be continued subject to security requirements until 
some equally effective alternative method of protecting the Govern- 
ment against the claim of a later independent inventor is made avail- 
able by law. 

(7) We understand that the formulation of procedures before the 
Patent Compensation Board and the drafting of regulations for the 
guidance of applicants seeking to establish chines against the Com- 
mission is now engaging the attention of the General Counsel and 
the Patent Adviser. It is suggested that when the procedures have 
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been laid out and the regulations have been drafted they be submitted 
to this panel for such suggestions as its members may be able to 
contribute. 

(8) Claims for substantial sums in the way of compensation, royalty, 
or award may be imminent, and the establishment of the Board at 
an early date is desirable. We have suggested a three-man Board 
from a leer panel. Action of the eh will necessarily be delayed 
dary the preparation of a set of regulations governing procedure 

efore it. 

(9) Consideration should be given to the need for a statute of limi- 
tation on claims for awards and compensation. Also consideration 
should be given to establishing a policy as to the period of use or 
potential use of an invention or discovery to be covered by an award. 

(10) It is recommended that wherever possible attempts be made 
to negotiate settlements around difficulties rather than to employ the 
power of declaring patents charged with the public interest, with con- 
sequent statutory licenses, or of taking, requisitioning or condemning 
the needed rights. This is recommended as preferable, both from 
the standpoint of minimum disturbance of industry and from the 
standpoint of maintaining security. 

(11) Since inventions and discoveries may be made within the field 
of the act by employees of the Government or of contractors in other 
departments such as War, Navy, and Air, or even Agriculture or 
Interior, it is recommended that the Commission request that such 
departments insert in contracts with employees and with contractors 
an appropriate provision whereby patent rights in such inventions are 
allocated in accordance with the practices of the Commission and by 


which such employees and contractors waive any claims under the 
act with respect to any invention made in the course of work arising 
from employment or contract. 

(12) The Commission should take steps to publicize the disclosure 
requirements of section 11(a) (3). 
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CHAPTER V. CHARTS, STATISTICS, AND 
INFORMATION ON ATOMIC ENERGY PATENTS 


Patent Orrice CHARTS 


U.S. Department or CoMMERCE, 
PaTENT OFFICE, 
Washington, D.C., December 5, 1958. 
Mr. Joun T. Conway, 
Acting Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D.C. 


Dear Mr. Conway: I am transmitting herewith copies of five charts 
showing trends in the filing of patent applications relating to atomic 
energy, together with explanations of the respective charts, and a copy 
of a memorandum of general interest in connection with this matter. 
These are the charts which were exhibited to Mr. David R. Toll, 
staff counsel, and Mr. Bernhard Wohlfert on November 17, 1958, at a 
meeting which took place in the Patent Office, and which you requested 
in your letter of November 19. 

You also requested that copies of any other similar charts, studies 
or reports be supplied to the Joint Committee. The Patent Office has 
no additional charts relating to atomic energy studies. A list of all 
applications for patents on nuclear reactors by persons other than 
the Atomic Energy Commission, and the status of these applications, 
is nearing completion by the Patent Office and will be made available 
to the Joint Committee through the Atomic Energy Commission in 
accordance with prior arrangements. 

It is hoped that the charts and other matters submitted herewith will 
be helpful in the investigation by your committee. 

Sincerely yours, 
ArtHurR W. CRockKER, 
First Assistant Commissioner. 


OrriceE MremoranpuM, U.S. GOVERNMENT 


DecemBeEr 5, 1958. 
To: Mr. Arthur W. Crocker, First Assistant Commissioner. 
From: Mr. Roger L. Campbell, Acting Examiner, Division 46. 
Subject: Copies of charts showing trends in the filing and status of 
applications of interest in the production or use of atomic energy 
or special nuclear material. 

Herewith is a copy, prepared by the draftsman, of the set of charts 
which we had prepared for Commissioner Watson’s information to 
show conditions as they appeared on June 30, 1958. 

The data shown in these charts represents a breakdown of all 
applications which have been reported to the Atomic Energy Com- 
mission under both the Atomic Energy Act of 1946 and that of 1954. 
Most of the data shown has been obtained by actual count from the 
records in this Office, but. in the division shown according to private, 
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U.S. Government, or foreign government assignments, the charts 
represent an estimate based in part on knowledge by personnel of 
this Office of the status of inventors and attorneys who originally 
filed each application. Subsequent assignments have not been con- 
sidered unless of record when the application was first reported. 

In reporting applications, a broad interpretation of the Atomic 
Energy Acts has trates followed as expressed in rule 14(c) of the rules 
of practice. This has resulted in the reporting of all categories of 
applications involving inventions which are disclosed to be, or known 
to be, of some special usefulness in the field of atomic energy. In this 
respect, the definitions of the acts have been taken at face value. 
For example, ‘‘atomic energy” as used in section 151(c) of the 1954 
act is found in section 11(c) to mean “‘all forms of energy released in 
the course of nuclear fission or nuclear transformation.” Therefore, 
applications relating to use of gamma radiation or other forms of 
energy radiated by the spontaneous transformation of naturally 
radioactive materials have in general been reported. There are 
exceptions in cases like radium-activated luminous watch dials, as 
to which there has been agreement between this Office and the Com- 
mission that reporting would serve no useful purpose. 

Applications for instrumentation, structural materials, recovery, 
and processing of source materials like uranium, recovery of plutonium 
and byproducts, and industrial uses of byproducts, have also been 
included. In other words, the scope of the reporting has gone to a 
broader area of usefulness in the atomic energy field than the limited 
category of nuclear reactors and component parts. While accuracy 
has been sought, the pressure of the regular work of the division has 
made any extensive rechecking of figures impossible. 


Roger L. CAMPBELL, 


Acting Examiner. 
Cuart I-58-2 


This chart shows a tabulation of the number of applications filed in each of 
calendar years 1934-57 and those reported to AEC in the first half of 1958. 
The other Government figure is given with some reservation as it is an approxi- 
mate estimate only. 


TREND IN FILING APPLICATIONS OF ATOMIC ENERGY INTEREST, DATA AT CLOSE OF 
JUNE 11, 1988 


The following is a tabulation of data brought up to date from reporting through 
June 30, 1958: 
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Cuart II-58-2 


This chart represents trends in the manner and extent of security treatment 
of patent applications from 1935 through June 1958. 
rior to the Atomic Energy Act of 1946, security applications were kept under 
lock in the various examining divisions in the Office. he sending out of secrecy 
orders was done through the War Division. To avoid as much as possible the 
clerical handling of important applications, the Office of Scientific Research and 
Development in 1943 requested supertreatment of certain applications whereby 
they were accorded most careful handling within examining divisions and no 
secrecy orders were requested. Secrecy orders were subsequently requested in 
some of the special handling applications so that patenting could be deferred. 
Prior to 1945, tabulated records were kept on the numbers of secrecy orders 
according to the calendar year in which the applications were filed. In 1946, 
no secrecy orders were imposed, the security practice having gone over entirely 
to special handling. From 1947 on, our numerical records of secrecy orders were 
kept only according to the date they were imposed. The chart shows the trends 
in all of these categories of security treatment, with a superposed plot for relating 
security treatment to total activity in filing. In some years it will be noted that 
the number of secrecy orders exceeds the total number of applications filed; this 
is because of changes in security attitude resulting in secrecy orders in some 


applications being rescinded and then reimposed at the request of OSRD or its 
successor, AEC. 
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Cart III—58-2 


Chart ITI—58-2 shows the estimated status of all applications reported as of the 
close of the second quarter of calendar year 1958, i.e., at June 30, 1958. The 
data are arranged according to the year of filing of the applications. It will be 
noted that there are substantial numbers of pending applications as far back 
1944 and a few as far as 1940. There are a variety of reasons for the long eed 
ency. Many applications are in allowable condition with issue being withheld 
due to security classification. Many are in normal prosecution except for 5-year 
suspensions of action by the Patent Office under rule 103, or 3-year suspension of 
reply by applicants under United States Code, title 35, section 267, or both. 
In some cases, applications otherwise ready for issue have had to be reopened in 
view of declassified publications having become available as references under 
section 155 of the Atomic Energy Act. A few older applications are under appeal 
from final rejections. In at least one instance, an application which had been 
abandoned after rejection under section 11(a)(1) of the 1946 act was subsequently 
reinstated under section 160 of the 1954 act and is now pending. 


STATUS OF ATOMIC ENERGY APPLICATIONS AT JUNE 30, 19588—DATA ARRANGED BY DATE 
c OF FILING 


Tabulation showing status by year of filing as of June 30, 1958: 


Year Total | Pend- | Aban-| Pat- Year Total | Pend- | Aban-| Pat- 
ing | doned | ented ing | doned | ented 
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WR isn cscb teow 1 0 1 Oe Fk cite cinninanil 217 49 71 97 
BO Rcwencttilannre 6 0 2 a > See. 230 64 S4 82 
We icniiegnaknmeee 4 0 3 2 OF Ptnteccaceaen 207 68 57 82 
WF nridlécpineoe 5 0 2 Li eee 235 73 69 93 
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a ae 101 12 35 $4.1) 366... ncccueista 925 913 ll 1 
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Cuart [V-58-2 
This chart shows patents, arranged by the calendar year in which they issued, 


which were granted on applications which have been reported to the Atomic 
Energy Commission. 


Atomic energy patents arranged by year of issue data complete through June 30, 1958 


Patents Patents 

Year issued: granted | Year issued—Continued granted 
0 1 ee eo 38 
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Cuart V (pp. 55-56) 


Chart V shows a monthly plot since 1954 of applications reported to the Atomic 
Energy Commission. An effort is made to report monthly; however, the Septem- 
ber 1954 report was missed and the subsequent October report was divided by 
two to give the columns shown. The data for the third quarter 1958 being avail- 
able, it has also been plotted. 


Cuart V-58 


Monthly reporting of applications to the Atomic Energy Commission was 
continued through September 30, 1958, as follows: 





Applications Applications 
Month: reported | Month—Continued reported 

I i ee seninnennenn 126 ee eee oe ee 77 
i oe 90 pS ER ene on ae @ 122 
iat iiccalh (os 73 pentember........=....!... 72 
I Neal sirtinairs cn o> so cree Sistem 76 
| ey ee 106 signa siesta eae Bae 881 
ei ctl 139 


Columns representing these figures have been added to chart V. 


The cumulative totals reported through June 30, 1958, and September 30, 1958, 
are tabulated as follows: 


June 30, 1958 | Sept. 30, 1958 
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AEC INForRMATION AND STATISTICS 


ConGRESS OF THE UNITED STATEs, 
Joint CoMMITTEE ON Atomic ENERG@y, 
May 2, 1958. 
Mr. K. E. Frexps, 
General Manager, U.S. Atomic Energy Commission, 
Washington, D.C. 

Dear Mr. Fretps: At the request of Mr. Holifield, it would be 
appreciated if you would provide the Joint Committee with an in- 
formal report on the status of your current patent review, together 
with certain statistics and information of interest to the committee. 
In the latter category, the report should indicate the number of patents 
applied for and obtained by the Commission each year since 1946, and 
the number of patents in the atomic energy field applied for and ob- 
tained by private industry each year. The report should include a 
breakdown as to whether such patents pertain to reactors, use of 
radioisotopes, instruments, or other appropriate category. Totals 
should be provided for the period up to the enactment of the 1954 act 
and January 1, 1958. 

It would also be appreciated if the report would summarize the pro- 
cedures the AEC has instituted under the 1954 act or otherwise for 
the reporting of patents (such as section 152), and authority relating 
to declaring patents affected with a public interest under section 153 
and licenses and cross-licenses thereunder. Reference should also be 
made to actions undertaken by AEC pursuant to such procedures, 

It is requested that this report be submitted to the Joint Committee 
by June 15, 1958. 

Sincerely yours, 
JaMES T. RAMEY, 
Executive Director. 





U.S. Aromic Enerey Commission, 
Washington, D.C., June 26, 1958 
Mr. James T. Ramey, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Ramey: In response to your letter of May 2, 1958, duly 
acknowledged on May 6, 1958, there is submitted herewith a staff 
report and attachments A and B with respect to the various matters 
that were the subject of your inquiry. 

Sincerely, 
K. E. Freips, General Manager. 

Enclosures: Report with attachments A and B, part 81, title 10, 
Code of Federal Regulations. 


U.S. Atomic Enercy Commission, Wasnineron, D.C. 


Report: For Mr. James T. Ramey on Patent Review. 
Reference: Mr. Ramey’s letter to the General Manager, AEC, and 
AEC acknowledgement of May 6, 1958. 


PATENT REVIEW 


The minutes of the April 15 meeting together with certain other 
data has been submitted to the Patent Advisory Panel. At present 
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the staff is awaiting the convenience of the panel to discuss certain 
aspects and tentative meetings have been scheduled with the panel. 
The staff is preparing summaries of certain data for study and review 
by the panel and the Commission. Present plans are for the panel to 
render a report to the Commission in the fall after which the Commis- 
sion will formulate its position and any recommendations or will 
request modification in Commission patent policy. 


REPORT AS TO PATENT APPLICATIONS AND PATENTS 


Pursuant to Mr. Ramey’s request, there is submitted as attachment 
A a listing of the number of patent applications filed by the AEC and 
private parties from August 1, 1946, to January 1, 1958. Attachment 
B is a listing of the number of patents issued to the AEC and private 
parties during the aforesaid period. Both attachments show a break- 
down according to the several classes noted in the referenced letter 
and in addition, have several other pertinent categories. The place- 


ment of a patent application or a patent in a particular category is 
based on the opinion of the classifier. 


SUMMARY OF PROCEDURES UNDER THE ATOMIC ENERGY ACT OF 1954 


The reporting of patents under section 152 or otherwise is the 
responsibility of the U.S. Patent Office. When patents are issued the 
same are published by the U.S. Patent Office, Joey within 5 weeks 
of payment of the final fee after allowance. Until the Atomic Energy 
Act of 1954, the AEC was not advised by the Patent Office of patents 
that issued in the atomic energy field but was advised only of applica- 
tions filed in the area of section 11 of the Atomic Energy Act of 1946 
(section 151 of the Atomic Energy Act of 1954). Subsequent to the 
enactment of section 152 of the 1954 act, the AEC established pro- 
cedures with the Patent Office for the processing of applications that 
are otherwise in condition for allowance that were deemed within the 
provisions of section 152. 

The 30-day limitation for an applicant to file a statement as provided 
in section 152, after Patent Office notification, was found too restric- 
tive. In order to alleviate this time restriction, the AEC suggested 
to the Commissioner of Patents that an informal notice be issued 
advising an applicant of the requirement of a statement. This pro- 
cedure was adopted by the Patent Office and an informal 45-day 
notice is transmitted to the applicant. If the applicant does not 
submit a statement within this informal period the Commissioner 
issues the formal 30-day statutory notice. 

Upon notification, the AEC has the statutory 90 days to review an 
application and ascertain whether a directive should be filed: in 
accordance with said section. 

In addition, procedures have been worked out whereby the Com- 
missioner of Patents gives the AEC an informal notice so that if the 
right in the patent application is vested in the Commission, the 
Commission may waive further action under section 152 in instances 
where the Commission rights have been determined in accordance 
with the provisions of a governing contract. 

While in a number of instances the first information that an inven- 
tion was under a contract has been when the Commissioner of Patents 
reported the patent application and statement to the AEC; in accord- 
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ance with section 152, and there have been only two instances where 
the AEC has filed directives pursuant to said section. 

The procedures for declaring a patent affected with the public 
interest under section 153 and for according licenses in Commission- 
owned patents, are set forth in part 81, title 10 of the Code of Federal 
Regulations. The Commission has granted some 718 royalty-free, 
nonexclusive licenses in addition to heenses accorded contractors 
pursuant to contracts on Commission-owned patents. The Commis- 
sion has not initiated any action pursuant to section 153 to declare a 
patent affected with the public interest, nor has any person embraced 
within the class of persons enumerated in section 153c initiated any 
application to the Commission for a patent license pursuant to said 
section. 


Patent applications in atomic energy or related thereto filed by the Atomic Energy 
Commission or others 


[Attachment A] 
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Patents in atomic energy or related thereto issued to the Atomic Energy 
Commission or others 








[Attachment B] 
Elec- | Radio- 
Instru- | Isotope |Mechan-) trical feohones Total Total 
ment | separa- ical and an Reactors} (AEC) | (others) 
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OOS, gis nn scan 1l 1 4 4 I Dcisoduibelidiateninnte 54 
1957 
ied bbkienind 114 21 14 18 62 1 38 ee Vucuaamees 
Others. 20.2.2... 15 12 5 13 Te Dadcaniondaiiisedadiel 69 
Subtotal, 
1955-57: 
ABO .ccus- 281 63 79 56 158 4 64 DEED Ticeebann des 
Others....- 40 24 4 9 23 ih SE, hs ape aS, 143 
———— SF OO OEE EES _ SS DE ESS OE _ SS eee 
Total 
pee aeink es 529 217 132 191 384 31 64 he ee 
Others..... 219 58 20 22 96 fe Bh 484 
[10 CFR 81] 


Cuapter I. Aromic Enercy Commission 


STANDARD SPECIFICATIONS FOR THE GRANTING OF PATENT LICENSES 


After notice and hearing, the proposed rules published in the Federal 
Register, 20 F.R. 2283, dated April 8, 1955 entitled “‘Standard Speci- 
fications for the Granting of Patent Licenses,’ are hereby adopted 
as follows. The rules are to become effective thirty days after the 
date of publication. (Effective February 25, 1956.) 
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GENERAL PROVISIONS 
Sec. 


81.1 Purpose. 

81.2 Definitions. 

81.3 Communications. 

COMMISSION-OWNED PATENTS 


81.10 Contents of Application. 
81.11 Basis for Issuance. 
81.12 Conditions and Limitations of the License. 


PATENTS DECLARED TO BE AFFECTED WITH THE PUBLIC INTEREST 


81.20 Contents of Application. 
81.21 Basis for Issuance. 
81.22 Conditions of the License. 


OTHER PATENTS USEFUL IN THE PRODUCTION OR UTILIZATION OF SPECIAL NUCLEAR 
MATERIAL OR ATOMIC ENERGY 
81.30 Scope. 


81.31 Contents of Application. 
81.32 Basis for Issuance. 
81.33 Conditions of the License. 


AutHority: § 81.1 to 81.22 issued under Section 153, 68 Stat. 945, 42 U.S.C. 
2183, and Section 156, 68 Stat. 947, 42 U.S.C. 2186. 

§ 81.1 Purpose. The regulations in this part establish the stand- 
ard specifications for the issuance of licenses on patents owned by the 
Commission, patents declared to be affected with the public interest 
pursuant to Section 153a of the Act, and other patents useful in the 
—— or utilization of special nuclear material or atomic energy 
icensed pursuant to Section 153e of the Act. 

§ 81.2 Definitions. As used in this part: 

(a) “Act”? means the Atomic Energy Act of 1954 (68 Stat. 919), 
including any amendments thereto; 

(b) “Commission” means the Atomic Energy Commission or its 
duly authorized representatives. 

§ 81.3 Communications. All communications concerning the regu- 
lations in this part, including applications for licenses, should be 
addressed to the United States Atomic Energy Commission, 1901 
Constitution Avenue NW., Washington 25, D.C., Attention: Chief, 
Patent Branch. 

§ 81.4 Interpretations. Except as specifically authorized by the 
Commission in writing, no interpretation of the meaning of the regula- 
tions in this part by any officer or employee of the Commission other 
than a written interpretation by the General Counsel will be recog- 
nized to be binding upon the Commission. 


COMMISSION-OWNED PATENTS 


$81.10 Contents of application. Each application shall contain 
the name and address of the applicant and the State of incorporation 
if applicant is a corporation. 

§ 81.11 Basis for issuances. The Commission will issue the license 
upon receipt of an application containing the required contents. 

§ 81.12 Conditions and limitations of the license. Each license shall 
contajn and be subject to the following conditions and limitations: 

(a) The license shall be non-exclusive, revocable, and royalty-free; 

(b) Neither the license nor any right under the license shall be 
assigned or otherwise transferred; 
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(c) The license shall not constitute a license or authorization under 
any provision of the Act other than section 156 of the Act. 

(d) The Commission makes no representation or warranty that the 
exercise of the license will not result in infringement of any other 
patent, nor does the Commission assume any liability resulting from 
the exercise of the license. 

(e) The licensee shall be subject to, and the licensee shall observe 
all applicable rules, regulations and orders of the Commission. 


PATENTS DECLARED TO BE AFFECTED WITH THE PUBLIC INTEREST 


§ 81.20 Contents of application. Each application shall contain the 
following information: 

(a) The name and address of the applicant; 

(b) The State of incorporation, if the applicant is a corporation; 

(c) The activities in the production or utilization of special nuclear 
material or atomic energy to which applicant proposes to apply the 
license; 

(d) The relationship of the invention or discovery to the activities 
to which it is to be applied, including an estimate of the effect on 
such activities stemming from the grant or denial of the license; 

(e) The nature and purpose of the use which the applicant intends 
to make of the patent license; 

(f) Efforts made by applicant to obtain a patent license from the 
owner of the patent; 

(g) Terms, if any, on which the owner of the patent proposed to 
grant applicant a patent license. 

§ 81.21 Basis for issuance. The Commission will issue a patent 
license for patents declared by the Commission to be affected with the 
public interest pursuant to section 153 of the Act upon a finding that: 

(a) The activities to which the patent license is proposed to be 
applied by the applicant are of primary importance to the conduct of 
an activity by such applicant authorized under the Act. 

(b) The applicant cannot otherwise obtain a patent license from 
the owner of the patent on terms which are reasonable for the intended 
use to be made of the patent by the applicant. 

§ 81.22 Conditions of the license. Each license shall contain and be 
subject to the following conditions: 

(a) The license shall be non-exclusive and revocable; 

(b) Neither the license nor any right under the license shall be 
assigned or otherwise transferred ; 

(c) The licensee shall pay a reasonable royalty fee. Such royalty 
fee may be agreed upon between the owner and such patent licensee, 
or in the absence of such agreement shall be determined for each 
patent license by the Commission pursuant to section 157 of the Act; 

(d) The licensee shall be subject to and the licensee shall observe 
all applicable rules, regulations, and orders of the Commission. 


OTHER PATENTS USEFUL IN THE PRODUCTION OR UTILIZATION OF 
SPECIAL NUCLEAR MATERIAL OR ATOMIC ENERGY 


§ 81.30 Scope. Any person— 
(a) Who has made application to the Commission for a license 


under sections 53, 62, 63, 81, 103, or 104, or a permit or lease under 
section 67; 
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(b) To whom such license, permit, or lease has been issued by the 
Commission ; 

(c) Who is authorized to conduct such activities as such applicant 
is conducting or proposes to conduct under a general license issued by 
the Commission under section 62 or 81; or 

(d) Whose activities or proposed activities are authorized under 
section 31, 
may at any time make application to the Commission for a patent 
license for the use of an invention or discovery useful in the production 
or utilization of special nuclear material or atomic energy covered by 
a patent. 

81.31 Contents of application. Each application shall contain 
the following information: 

(a) The name, and address of the applicant; 

(b) The State of incorporation, if the applicant is a corporation; 

(c) The activities in the production or utilization of special nuclear 
material or atomic energy to which applicant proposes to apply the 
license ; 

(d) The relationship of the invention or discovery to the activities 
to which it is to be applied, including an estimate of the effect on 
such activities stemming from the grant or denial of the license; 

(e) The nature and purpose of the use which the applicant intends 
to make of the patent license; 

(f) Efforts made by applicant to obtain a patent license from the 
owner of the patent; 

(g) Terms, if any, on which the owner of the patent proposed to 
grant applicant a patent license. 

§ 81.32 Basis for issuance. The Commission will issue the patent 
license upon a finding that: 

(a) The invention or discovery covered by the patent is of primary 
importance in the production or utilization of special nuclear material 
or atomic energy; 

(b) The licensing of such invention or discovery is of primary 
importance to the conduct of the activities of the applicant; 

(c) The activities to which the patent license is proposed to be 
applied by such applicant are of primary importance to the furtherance 
of policies and purposes of the Act; and 

(d) Such applicant cannot otherwise obtain a patent license from 
the owner of the patent on terms which the Commission deems to be 
reasonable for the intended use of the patent to be made by such 
applicant. 

§ 81.33 Conditions of the license. Each license shall contain and 
be subject to the following conditions: 

(a) The license shall be non-exclusive and revocable; 

_(b) Neither the license nor any right under the license shall be as- 
signed or otherwise transferred ; 

(c) The license shall be limited to the purposes for which it is issued; 

(d) The licensee shall pay a reasonable royalty fee. Such royalty 
fee may be agreed upon between the owner and such patent licensee, 
or in the absence of such agreement shall be determined for each 
patent license by the Commission pursuant to section 157 of the act; 

(e) The licensee shall be subject to and the licensee shall observe 
all applicable rules, regulations, and orders of the Commission. 
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U.S. Aromic Enercy Commission, 
Washington D.C., November 5, 1958. 
Mr. Davin Tot, 
Counsel, Joint Committee on Atomic Energy, 
Congress of the United States, 
Washington, D.C. 

Dear Mr. Tout: At one of the informal meetings with Mr. Ramey 
and yourself, you requested information as to studies undertaken of 
the Government’s patent policies. While some very early studies, 
prior to 1930, might be of some interest the first comparatively 
recent study was that undertaken by the National Patent Planning 
Commission pursuant to Executive Order 89776 of December 12, 
1941. One of the conclusions set forth in the second report reads: 

“The Commission believes, however, that, since the Government 
has no need of the right to exclude conferred by a patent and does not 
enter into ordinary commercial enterprises in competition with its 
citizens, full ownership of patents should not ordinarily be asserted 
by the Government. An exception to this policy would be the situ- 
ation in which private ownership of the patents would conflict with 
national interest. In those cases in which the Government does not 
acquire ownership of the patents, it should ordinarily receive as a 
minimum a royalty-free license. All negotiations in connection with 
research and development contracts, as well as the drafting of the 
contracts themselves, should be performed as now, by the agencies 
involved.” 

President Roosevelt in late 1943 instructed the Attorney General 
to investigate the Government patent policies and practices and make 
overall recommendations as to a Government policy. The Attorney 
General’s analysis and recommendations are contained in a 1947 
report in three volumes entitled ‘Investigations of the Government 
Patent Policy and Recommendations of the Attorney General. to 
the President.’”” Among the recommendations of the Attorney Gen- 
eral which caused considerable concern was the recommendation in 
volume 1, page 5, which stated: 

‘*As a basic policy, all contracts for research and development work 
financed with Federal funds should contain a stipulation providing 
that the Government shall be entitled to all rights to inventions 
produced in the performance of the contract.” 

One of the monographs in volume 3, page 167, is entitled ““Mono- 
graph on Prior Studies and Legislative Proposals.” This reviews the 
various studies from 1887 to 1947. One of the monographs in volume 
2, page 325, discusses the policy of the Office of Scientific Research and 
Development. The “short form’ patent clause discussed therein was 
the same basic clause used on the Manhattan project which has 
formed the cornerstone for the Commission policy. 

A later Attorney General’s report of December 7, 1950, rendered 
under section 708e of the Defense Production Act of 1950 briefly 
reviewed the Government patent policy (pp. 15-17, 37) and in 
referring to the 1947 report quoted therefrom as follows: 

» ‘‘Where patentable inventions are made in the course of performing 
a Government-financed contract for research and development, the 
public interest requires that all rights to such inventions be assigned 
to the Government and not left to the private ownership of the 
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contractor. Public control will assure free and equal availability of 
the inventions to American industry and science; will eliminate any 
competitive advantage to the contractor chosen to perform the 
research work, will avoid undue concentration of economic power in 
the hands of a few large corporations; will tend to increase and 
diversify available research facilities within the United States to the 
advantage of the Government and of the national economy; and will 
thus strengthen our American system of free, competitive enterprise.” 

In the Tasesiieer General’s report under 708e submitted November 
9, 1956, the Attorney General again made reference to the Govern- 
ment patent policies (pp. 48-53). The report after summarizing the 
1947 Attorney General’s report concluded the patent review with the 
following statement: 

“Tf such further analysis demonstrates a strong tendency toward 
concentration, then it would seem that the vital interest of this 
Government in maintaining a freely competitive economy would add 
a strong argument in favor of Government acquisition of patents. 
Of course, any such patents held by the Government should continue, 
within necessary security limitations, to be available under non- 
exclusive licenses to all applicants, including the contractor who per- 
formed the research and development work.” 

We trust that this brief summary of some of the highlights of more 
recent general patent studies and reports with the monograph of prior 
studies will be of assistance in your review. 

A comprehensive review of the Atomic Energy patent program, aside 
from references to the same in the Addcinam, eentin report of 1947 
is the report of the Commission’s Patent Advisory Panel, dated 
September 17, 1947, a copy of which is attached hereto. 

You are, of course, aware of the current study of the Subcommittee 
on Patents, Trademarks and Copyrights, Committee on the Judiciary, 
chairmanned by the Honorable Senator Joseph C. O’ Mahoney. 

Sincerely yours, 
Roianp A. ANDERSON, 
Chief, Patent Branch. 


Enclosure: Report of Patent Advisory Panel. 





NoveEMBER 7, 1958. 
Mr. Joun A. McConzg, 
Chairman, U.S: Atomic Energy Commission, 
Washington, D.C. 

Dear Mr. McConr: In connection with the Joint Committee study 
of atomic ene patent policies and procedures, and the operation 
of chapter 13 of the Atomic Energy Act of 1954 pertaining to patents 
and inventions, it is requested that the Commission forward to the 
committee certain reports as listed in the enclosure. It is requested 
that as much as possible of this material (especially items 1 through 8) 
be submitted on or before December 1, 1958, with the remainder 
being submitted as soon thereafter as possible. 

In addition, the Joint Committee would appreciate receiving any 
available copies of any other statistics or reports which the Commission 
staff might prepare in connection with the Commission’s own review 
of the patent program. 
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The cooperation of the Commission in response to this request is 
appreciated. 
I am also enclosing, for your information, a copy of my letter of 
this date to Mr. Robert C. Watson, Commissioner of Patents. 
Sincerely yours, 
Cart T. Durnam, Chairman. 





Reports ON PATENT PoLicieEs AND PRocEDURES REQUESTED From 


AEC 


1. Sample contract clauses A, B, and C. Statistics as to number of 

contracts using each type. 

. List of Commission patents on which licenses have been granted, 

and number granted in each case. 

3. List of Commission patents on various reactor types including: 

A. Pressurized water: B. Boiling water; C. Organic moderated; 
D. Sodium-cooled; E. Homogeneous; F. Fast breeder; G. Gas- 
cooled; H. Other. 

. List of applications by AEC as to each above reactor type. 

List of applications by persons other than AEC in which Com- 
mission has claimed ownership under section 152, either through 
negotiations with the applicant or by direction to the Patent 
Office. 

6. List of all reactor applications received by the Patent Office under 
section 152, indicating in each case: the date of the application; 
the name of the applicant (and any assignees of record); the 
date that AEC was notified under section 151; the date AEC 
was notified under section 152; the title of the invention; the 
status of the application; and any pertinent remarks. 

List of foreign patents applications filed by AEC. (600) 

List of awards granted under section 157. 

Brief summary of organization, personnel, and functions of Patent 
Branch of AEC General Counsel’s Office, both headquarters 
and field offices. 

10. Brief summaryof procedures followed by AEC in requiring reports 

by contractors as to inventions of their employees. 
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REPORT ON THE PATENT POLICcInS AND PROCEDURES OF THE ATOMIC 
Enercy Commission ReEQuEsTED BY Hon. Cart T. Durnam, 
CHAIRMAN, JOINT COMMITTEE ON ATOMIC ENERGY IN THE QUES- 
TIONNAIRE ATTACHED TO His LetTeR or NOVEMBER 7, 1958 


Question 1. “Sample contract clauses A, B, and C, statistics as to 
number of contracts using each type.”’ 

Answer 1. The following are the three types of patent clauses: 

Type A.—‘‘1. Whenever any invention or discovery is made or con- 
ceived by the contractor or its employees in the course of, in connection 
with, or under the terms of this contract, the contractor shall furnish 
the Commission with complete information thereon; and the Com- 
mission shall have the sole power to determine whether or not and 
where a patent application shall be filed, and to determine the dis- 
position of the title to and the rights under any application or patent 
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that may result. The judgment of the Commission on these matters 
shall be accepted as final; and the contractor, for itself and for its 
employees, agrees that the inventor or inventors will execute all docu- 
ments and do all things necessary or proper to carry out the judgment 
of the Commission.” 

Type B.—‘1. Whenever any invention or discovery is made or 
conceived by the contractor or its employees in the course of, in 
connection with, or under the terms of this contract, the contractor 
shall furnish the Commission with complete information thereon; 
and the Commission shall have the sole power to determine whether 
or not and where a patent application shall be filed; and to determine 
the dispostion of the title to and the rights under any application or 
patent that may result: Provided, however, That the contractor, in 
any event, shall retain at least a nonexclusive, irrevocable, royalty- 
free license under said invention, discovery, application or patent, 
such license being limited to the manufacture, use, and sale for pur- 
poses other than use in tbe production or utilization of special nuclear 
material or atomic energy. Subject to the license retained by the 
contractor, as provided in this paragraph, the judgment of the Com- 
mission on these matters shall be accepted as final; and the contractor, 
for itself and for its employees, agrees that the inventor or inventors 
will execute all documents and do all things necessary or proper to 
carry out the judgment of the Commission.” 

Type C.—‘‘1. Whenever any invention or discovery is made or con- 
ceived by the contractor or its employees in the course of, in connection 
with, or under the terms of this contract, the contractor shall furnish 
the Commission with complete information thereon; and the Com- 
mission shall have the sole power to determine whether or not and 
where a patent application shall be filed, and to determine the dispo- 
sition of the title to and the rights under any application or patent 
that may result: Provided, however, That the contractor in any event, 
shall retain at least a sole (except as against the Government or its 
account), irrevocable, royalty-free license with the sole right to grant 
sublicenses, under said invention, discovery, application or patent, 
such license being limited to the manufacture, use, and sale for pur- 
poses other than use in the production or utilization of special nuclear 
material or atomic energy. Subject to the license retained by the 
contractor, as provided in this paragraph, the judgment of the Com- 
mission on these matters shall be accepted as final; and the contractor, 
for itself and for its employees, agrees that the inventor or inventors 
will execute all documents and do all things necessary or proper to 
carry out the judgment of the Commission.” 

In addition to one of the foregoing types of patent clauses, the 
patent article of contracts also includes the following provisions: 

“2. No claim for pecuniary award or compensation under the pro- 
visions of the Atomic Energy Acts of 1946 and 1954 shall be asserted 
by the contractor or its employees with respect to any invention or 
discovery made or cancun in the course of, in connection with, or 
under the terms of this contract. 

“3. Except as otherwise authorized in writing by the Commission, 
the contractor will obtain patent agreements to effectuate the purposes 
of paragraphs 1 and 2 of this article from all persons who perform any 
part of the work under this contract, except such clerical and manual 
labor personnel as will not have access to technical data. 
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“4, Except as otherwise authorized in writing by the Commission, 
the contractor will insert in all subcontracts provisions making this 
article applicable to the subcontractor and its employees.” 

In instances where contractors desire to file patent applications, 
the following proviso is inserted after ‘‘result”’ in fine 9 of the type A, 
B, or C clause: “Provided, however, That if the contractor when 
furnishing the complete information as to any invention or discovery 
advises the Commission that the contractor desires to file a patent 
application and sets forth the date when such patent application will 
be filed, the contractor may file any United States or foreign patent 
application on such invention, subject to Commission security require- 
ments and regulations.” 


STATISTICS AS TO THE NUMBER OF CONTRACTS EMPLOYING A, B OR C 
PATENT CLAUSES 


The following is a breakdown of the number of prime contracts 
and subcontracts between January 1, 1946, and October 31, 1958, 
that have been reported to the Patent Branch of the Commission as 
employing type A, B or C patent provisions, listed according to the 
ear in which the contracts originated. There is also shown on the 

t oo number that are still active according to Patent Branch 
records. 













Prime contracts Subcontracts 
Patent article A B Cc 
Still |Num-} Still | Num- | Still |Num-} Still |Num-} Still 
ber jactive| ber jactive| ber jactive 
Baie nenacioassees 2 53 1 6 0 0 0 
IOP, ti oLddatsiei 7 127 3 0 0 3 0 
i sae nngeiais 42 324 8 10 0 6 0 
WOR sk ek 26 254 7 12 0 7 0 
Rs tunctnittedinies 22 492 25 20 0 19 0 
Danaea ae 19 482 40 45 3 33 0 
WER8 wal olen 18 427 33 2 0 16 1 
(Sees 7 722 46 30 0 22 0 
We ce EE 8 371 46 18 2 29 4 
Mo .cepthstegnnnss s 8 499 87 27 2 36 10 
iki hedareocnns 14 24 601 | 117 38 11 73 30 
Wise dk cthiiek 25h). 6 10 9 508 | 250 32 19 48 27 
eietieisisiniakitonne 3 15 15 393 | 329 8 8 32 30 
Total con- 
PL .naddl Ce lumeonowel CR Tontenn TP hdvnces 5, 163 }...... BS depos? i eet 
Total still ac- 
Be Rcencndbalacinesineet Ty Ge itbesnlt it deel | ee 902 j...... PE lanka 102 


Question 2. List of Commission patents on which licenses have been 
granted, and number granted in each case. 

Answer 2. The listing in addition to the patents and the number 
of licensees also includes the name of the licensees and the type of 
license as well as the date granted. This latter information was 
requested by the Subcommittee on Patents and the preparation of one 
list was prepared to comply with both requests. 

The list shows the number of the patent, the title of the patents, 
the names of the inventors, the name of the licensee and address, and 
date license was issued. 
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Schedule A is a list of the presently owned Commission patents on 
which nonexclusive, revocable, royalty-free licenses in all fields have 
been accorded to the licensee upon written request. 

Schedule B is a list of the presently owned Commission patents on 
which contractors retained one or more types of license pursuant to the 
terms of the contract or upon request at the time of the execution of 
the assignment of the title to the Commission. This schedule has an 
additional column in which the type of license is identified. The type 
of licenses are identified as: 

Type B: The license retained is a nonexclusive, irrevocable, royalty- 
free license sometimes for all purposes, sometimes for atomic energy 
purposes only, some may include the right to grant sublicenses in 
specific fields, and in others, as is the case of the United Kingdom and 
Canadian Governments’ licenses, they are a nonexclusive license for 
governmental and mutual defense purposes pursuant to the terms of 
the Tripartite Agreement of September 1956. 

Type C: The license retained is a sole license, with the sole right to 
grant sublicenses for specific nonatomic energy purposes or for pur- 
poses other than use in the production or utilization of special nuclear 
material or atomic energy. The license may also include a nonexclu- 
sive license for other purposes. 
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ATOMIC ENERGY PATENTS 


Question 3. List of Commission patents on various reactor types 
including: A. Pressurized water; B. Boiling water; C. Organic mod- 
erated; D. Sodium-cooled; E. Homogeneous; F. Fast breeder; G. 
Gas-cooled; H. Other. 

Answer 3. There is set forth in schedules noted below the Commis- 


sion-owned patents on various reactor types and instrumentation 
associated therewith as follows: 


Schedule A: 
Schedule B: 
Schedule C: 
Schedule D: 
Schedule E: 
Schedule F: 
Schedule G: 
Schedule H: 


Pressurized water. 
Boiling water. 
Organic moderated. 
Sodium-cooled. 
Homogeneous. 
Fast breeder. 
Gas-cooled. 

Other. 


In addition to the foregoing there is also set forth the following 
information in: 
Schedule I: Nuclear reactor—Reactor Components—General. 
Schedule J: Nuclear reactor—Auxiliary equipment—General. 
Schedule K: Nuclear reactor instrumentation—Useful in con- 
nection with nuclear reactors, nuclear investigation, radiation 
measurement, and the like. 
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Question 4. List of applications by AEC as to each of above reactor 
types. 

: ne 4. The compilation of the AEC patent applications per- 
taining to various reactor types is being prepared. When the sched- 
ules are complete they will be furnished in a supplemental report.* 

Question 5. List of applications by persons other than AEC in which 
the Commission has claimed ownership under section 152, either 
through negotiations with the applicant or by direction to the Patent 
Office. ; 

Answer 5. The following are the applications referred to the com- 
mission under section 152 in which rights were acquired by the 
Government subsequent to receipt of notice under section 152: 

SN 101,178 on which patent No. 2,735,016 issued: This application 
was reported under section 152 on December 15, 1954. AEC com- 
municated with the owner and negotiated for Government rights and 
at the same time acquired rights in two other related patents Nos. 
2,617,761 and 2,616,843 that had issued prior to the Atomic Energy 
Act of 1954. 

SN 317,875 on which patent No. 2,810,850 issued: Notice under 
section 152 was received on April 18, 1955. Upon communication 
with the Air Force, the Air Force representative advised that a license 
was due the Air Force under a contract. The Air Force later advised 
of receipt of a license. 

SN 389,601 on which patent No. 2,745,973 issued: Notice under 
section 152 received on March 2, 1955. Inquired of the Air Force if 
Air Force deemed they were entitled to a license under any contract. 
Subsequently, Air Force advised that they had acquired a Government 
license. 

SN 508,366 on which patent No. 2,824,971 issued: Upon receipt. of 
notice under section 152 on or about January 24, 1957, tale investi- 
gation as to whether invention made under an AEC contract, Inves- 
tigation not completed by April 23, 1957, and a directive was filed in 
the U.S. Patent Office. During the investigation discussions were 
held with the representatives of the contractor and after filing the 
directive a settlement was negotiated. The Patent Office dismissed 
the proceedings on October 31, 1957, pursuant to stipulation and 
agreement under which the patent issued to the AEC on February 25, 
1048. subject to certain rights in the contractor. 

SN 580,311: Receipt of section 152 notice received on June 17, 
1957. Investigation was not completed by September 15, 1957, so 
AEC filed directive to preserve any statutory rights. As a result of 
extensive negotiations, a stipulated settlement was negotiated whereby 
AEC acquired rights in SN 580,311 and at the same time rights were 
settled in some five other cases. The Patent Office dismissed the pro- 
ceedings on November 6, 1958, pursuant to the stipulation and agree- 
ment of settlement. The case has been remanded to the examiner 
for further ex parte proceedings. 

SN 385,612 (Application in Issue Division of Patent Office): Notice 
under section 152 received December 24, 1957. Inquired of the Sig- 
nal Corps, U.S. Army, and was advised that the Signal Corps deemed 
the Government was entitled to a license pursuant to contract. On 
March 6, 1958, the Signal Corps advised that a confirmatory license 
had been received. 


*This report, when received, was marked ‘Official Use Only’’, and therefore could not be made public, 
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Question 6. List of all reactor applications received by the Patent 
Office under section 152, indicating in each case: the date of the ap- 
plication; the name of the applicant (and any assignees of record); the 
date that AEC was notified under section 151; the date AEC was 
notified under section 152; the title of the invention; the status of the 
application; and any pertinent remarks. 

Answer 6. It is presumed that the question was intended to inquire 
into the patent applications pertaining to reactors per se that have 
been referred to the Commission by the Patent Office under section 
152. 

No applications which pertain to reactors per se have been referred 
to the Commission under section 152 by the Patent Office. 

Question 7. List of foreign patent applications filed by AEC. 

Answer 7. There are attached hereto as schedules lists of foreign 
applications filed from 1943 through 1958. Between 1943 and 1946 
foreign applications were filed by the Manhattan District only in 
Canada and the United Kingdom pursuant to the memorandum 
agreements between Canada, United Kingdom, and United States 
Governments. After the Atomic Energy Act of 1946 only limited 
foreign filings could be undertaken. Some 256 Canadian and British 
applications that filed between 1943 and November 1955, were trans- 
ferred to the Canadian and United Kingdom Governments pursuant 
to the tripartite agreement of September 26, 1956. 

Schedule A: A list of foreign applications filed by the U.S. Atomic 
Energy Commission or its predecessor the Manhattan District from 
1943 to November 21, 1958. 

Schedule B: A list of foreign filings filed by contractors on contract 
inventions that have been reported to AEC as filed up to November 
21, 1958. 

ScnHEepuLe A.—Foreign applications filed by AEC 











Country 1943-46 | 1947-55 1956 1957 | 1958 Total 

DIRE ccncenn cee pcniibnpewcinhgesonchd>ecogepanbeenatwademnertagan 4 3 7 
BUI . Biiid. thse. dL 5 3 20 21 49 
TOE SIRRRG. cn cnncnesdésheenarppabes cece tenneerimateneeneminanndinden des 3 3 
ON. i nak Seti nns ccbdbwedcdemsenbase lena tacdsde ladesedtnet 2 19 33 54 
ROR issdks cticrcchotecnceéccdatsbonbabssdipessduyanien eens ieee 6 12 
II xc snc crease citishsAteaendicibasadagiaibseamsniartgl 242 35 47 38 65 427 
Demme oo ose ea an dedi Sh. add B eciddsbcse 1 
IO. ...2.12_ aad i nanupenctntdnnnaanne tiaaisaliiedatiniienaian 3 22 35 60 
GORING 3 nn Sotho bon nas lnc dn cddducsbedeasasecueepeeseaseceeheee iene 14 24 38 
Grant BeBe . <n. cada ctouuadeopueedsntenas 239 29 24 40 49 381 
FOI o casncudenqucccasocabgscccousendiss | seqctnesenlsndpbtnselinapetnughiname tenet 1 1 
TIES, «. ccidandusidnootnbhindneulibhacctincalbicdaknbaueneeiediaie 2 16 15 33 
I s cciicacmianmouaktaccaitindedainnies diel h ied 1 13 17 31 
WOOT ban a wad cctaccnccestbaudisaccecchdsabalenéuublccdpinwlviial 1 ll 4 21 
SOD. nde obese peipindundascdqhocsastospuieliasah nb laeeeunenss nema ll 20 31 
TUTTE. su: axtginsgar>sscocgcupnie pies totetaalihds @abinmineeienees tien be aheesindieenieaaiietnaamant 1 3 4 
WOOP WET 2 id bids if i dee dda codon ORI ee 1 2 3 
I. ccah tesine® Sag i tniadapegmaniel trntgebinaieetingeiaa Mailed 2 1 3 
No abso bca estes sk bi ncbstuadddnbuckawk eedsadtncbedhadenendltatiiegtnte 1 2 3 
DORROI: 6 ds epqn tenn s vcennstionsgntbinds6hy cepts oniggdetealseiedeee 3 9 12 
ET  nennnneane}<cnameeeccupdeqenetnenhypadhntetmemeliouanarmneannttadl 2 2 4 
Come Ns is sb a a Le 7 3 ll 7 28 
Pe isbn thbsbediudbake 481 76 86 236 327 1, 206 
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ScuEDULE B.—Foreign applications reported to AEC by contractors on contract 
inventions 






























| | 
Country 1943-46 1947-55 | 1956 1957 | 1958 | Total 

isc oninvascsiarteaetateiaeeeaaeal ra ra are a Se 
SII ocx or-to0*pseni-amnaingniresddiieeina naan 1 | LL ateanies | 2 
BR vbicitiis crnncedidanndcsncéadehaloetals-seuaee 1 2 3 1 7 
OE Te ee eee 26 29 | 5 | | ae. eee 66 
SE Catt hcocen nds caccacbnenhsuacwensttiowadivanas Pico anteen Sv owbaasamantindien nates l 
NN a bik Gi ccbchinsckicbicbeudch Sah Bi alse Ses 2 5 | 5 2 14 
lil 6 4 4 2 16 
SRN IPEINONNN 355258 ciuliusd uhbivee eeu 18 23 7 © [st dids 34 
i i a a 5 | 1 Di hadim <dhobien 7 
Rg Sak cicinniccatnntcins nosknclaknd igknon pt tophcgcnen ec amicain 2 | 1 3 
BOD dis in hiss i ek LN ed 4 6 | 2 | 1 13 
DP <ocuncccesceusdithdiecnecnmaiddoaniiinaneaieden 5 1 | De oe 7 
Peano ib bkkie ns dee neds SLA ceed feeeeabeuan Bi sccésmasts isccbeliues inicucew 1 
Bae ADIN hs cnnghesrenknk mgdashesqeeninmmatd Bo heaualtean tas spin Gd iets ae eid 5 
Southern Rhodesia--..-.....-..........-..- F Dinkineeenns iE Wteud crease Scpcesieoteeamaieteoune adieeicn 1 
I |. intginatinnane ir vitcinid ath wikss dabadat cba 4 1 B) lean tadadaa 7 
Switzerland__... EA ae ———— 4 2 te ye | 7 


Question 8. List of awards granted under section 157. 
Answer 8. There have been no awards granted by the Patent 
Compensation Board under the first sentence of section 157 of the 
Atomic Energy Act of 1954. However, since the passage of the 1954 
Atomic Energy Act two dockets have been settled by AEC and orders 
dismissing the dockets entered by the Patent Compensation Board. 

Docket No. 7 of Messrs. Glenn T. Seaborg, John W. Kennedy, 
Emilio Segre and Arthur C. Wahl was settled by AEC upon payment 
of $400,000 to the said four inventors. The Patent Compensation 
Board entered an order dismissing the docket on June 3, 1955, upon 
the filed settlement stipulation. 

Docket No. 20 of Consolidated Electrodynamics Corp. was dis- 
missed by the Board, upon stipulation of the parties that provided for 
payment by AEC of $40,000 to applicant. The Patent Compensation 
Board dismissed docket No. 20 on June 30, 1958, with prejudice 
pursuant to the stipulation filed by the parties. 

Under section 11 of the Atomic Energy Act of 1946, the Patent 
Compensation Board granted an award on November 20, 1951, of 
$7,500 to Cyril E. McClellan in docket No. 4. 

Two other dockets filed under the 1946 Atomic Energy Act were 
settled and the Patent Compensation Board entered an order dismiss- 
ing the proceedings upon stipulation of the parties prior to passage of 
the 1954 act. 

Dockets No. 2 and No. 11 of G. M. Giannini & Co. were settled 
by the AEC upon payment of $300,000 to G. M. Giannini & Co. 
and the inventors, Messrs. Enrico Fermi, Edoardo Amaldi, Oscar 
d’Agostino, Bruno Pontecorvo, Franco Rasetti, Giulio Cesare Tra- 
bacchi, and Emilio Segre. The Board entered an order dismissing 
the two dockets on June 29, 1953, upon the filed settlement stipulation. 

The Commission, pursuant to the second sentence of section 157 of 
the 1954 Atomic Energy Act, established an award on November 10, 
1954. It later became known as the Enrico Fermi award. 

The first award, in the sum of $25,000, was given to Dr. Enrico 
Fermi on November 16, 1954. 

There have been three recipients of the award in the sum of $50,000 
since it became known as the Enrico Fermi award. The first such 
award was given to Dr. John von Neumann on April 26, 1956, the 
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second to Dr. Ernest O. Lawrence on December 2, 1957, and the third 
is being presented to Dr. Eugene P. Wigner on December 2, 1958. 

Question 9. Brief summary of organization, personnel, and func- 
tions of Patent Branch of AEC General Counsel’s Office; both head- 
quarters and field offices. 

Answer 9. The U.S. Atomic Energy Commission patent organization 
is a unit of the Office of the General Counsel under the Patent Branch 
of that Office. The control and coordination of inventions, patents, 
copyrights, and trademark activities as well as the general responsi- 
bility for patent activities under the 1954 Atomic Energy Act are 
under the direction of the Chief of the Patent Branch who is responsi- 
ble to the General Counsel. 

The organization comprises a headquarters office designated as the 
Patent Branch of the Office of the General Counsel and branch offices 
at 6 separate locations which presently staff a total of 38 profes- 
sional employees including patent attorneys, patent and technical 
advisers, and patent engineers. Approximately 19 of the professional 
employees are engaged in the preparation and prosecution of patent 
applications. The remaining 19 professional personnel are sub- 
stantially exclusively occupied with other patent matters, including 
those pertaining to negotiation of patent and copyright provisions of 
contracts, the handling of applications for reasonable royalties, just 
compensation or awards under section 153 of the 1954 Atomic Energy 
Act, investigation of patent infringement claims, patent clearance of 
contracts, investigation of patent applications referred to the Com- 
mission under sections 151 and 152 of the 1954 Atomic Energy Act, 
negotiation of licenses and the issuance of licenses, the reporting of 
potential inventions, patentability investigations and determinations, 
determinations of conflicts between inventors, the preparation and 
handling of interferences before the Board of Interference Examiners, 
and the preparation and presentation of appeals before the Board of 
Appeals of the U.S. Patent Office, and the administration of the 
Invention Secrecy Act (35 U.S.C. 181—H6). 

Question 10. Brief summary of procedures followed by AEC in 
requiring reports by contractors as to inventions of their employees. 

Answer 10. At the time that the Chief of the Patent Branch is 
advised of the consummation of a contract, assignment of the respon- 
sibility for the handling of patent matters under the contract is made 
to one of the field patent groups or to the central office, dependin 
largely on the work to be performed by the contractor. The fiel 
group or central office having responsibility for the establishing of 
procedures with the contractor’s representatives which, with varia- 
tions to meet the desires of the contractor, generally follow the 
procedures below: 

Contractors are requested to report inventions and discoveries on 
AEC Form 213 “Record of Invention” or on the contractor’s form 
if the contractor already has a company form which sets forth similar 
information. The original and one copy of such invention form, 
together with a disclosure describing the subject invention in more 
detail, is forwarded by the contractor to the local patent group or to 
the Patent Branch, Washington, depending upon assignment of patent 
investigation of the particular contract. At the time of reporting the 
contractor is usually requested to advise if the contractor desires to 
file domestic or foreign patent applications on the subject docket. 
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If the contractor desires to file a U.S. patent application, he is re- 
quested to furnish the date on which the US. filing will be accom- 
plished, If the contractor does not desire to file, he is requested to 
furnish advice as to any known prior art as well as the extent of 
utilization of the subject matter of the invention or discovery on 
project work. The local patent group reviews the submitted dis- 
closure and may on its cognizance of the existence of prior art or 
other bases close out an individual docket. If the local patent group 
does not inactivate a docket, the disclosure with a report setting 
forth any known prior art, related project art, or project use, together 
with other data and recommendations are forwarded to the Patent 
Branch, Washington, for necessary action. 

Where the prime contract extends over a period of years and extensive 
research and development is conducted, there is close coordination 
between patent group personnel and the contractor’s patent personnel 
as to inventions and discoveries to be reported. In addition to the 
receipt of invention reports the patent group having patent responsi- 
bility for a contract is the recipient of the technical reports and 
memoranda considered under the contract. The reports are reviewed 
and if items are uncovered which have not been reported a communi- 
cation is sent to the contract representative inquiring as to such 
unreported items. 

In addition, periodic field trips are made to prime contractor sites 
for ‘“‘on site’ discussions with contractor patent representatives and 
engineers to ascertain potential new inventions and discoveries and 
ascertain internal procedures for receiving and handling invention 
reports. In instances where there are research and development 
subcontracts, the responsibility for review of the subcontractors’ 
work is undertaken either directly by the local patent group or the 
central office and procedures similar to that for the handling of prime 
contract inventions are established with the subcontractors. 

The prime contractor may participate in the reporting of inventions 
by the subcontractors either by receiving the initial reports from the 
subcontractors or by the receipt of copies of the reports to the AEC 
patent group from the subcontractors. The system for the processing 
of subcontract inventions is otherwise similar to that outlined above 
for processing of prime contract inventions. 


AEC Report To Senate SUBCOMMITTEE ON Patents, TRADEMARKS 
AND CopYRIGHTS 
Acknowledgment 


The material furnished by the Atomic Energy Commission in 
response to Senator O’Mahoney’s letter of October 9, 1958, was 
assembled for the use of the Subcommittee on Patents, Trademarks, 
and Copyrights of the Senate Judiciary Committee in a forthcoming 
report by that subcommittee. This report will be one of a series 
describing the current patent practices of each of the Government 
agencies dealing with inventions, which the Patent Subcommittee is 
presently preparing. 

The Joint Committee on Atomic Energy wishes to express its 
appreciation to the Patent Subcommittee for its cooperation in makin 
this material available, and for its continuing efforts to obtain an 
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publish the data as to Government agencies’ patent practices which 
is needed to formulate legislative policy as to patent rights. 


CoNnGRESS OF THE UNITED STATzs, 
SENATE COMMITTEE ON THE JUDICIARY, 


October 9, 1958. 
Hon. Jonn A. McCone, 
Chairman, Atomic Energy Commission, 
Washington, D.C. 


Dear Mr. CuatrMan: The Subcommittee on Patents, Trademarks, 
and Copyrights has been making an extensive study of the current 
policies and practices relative to the administration of U.S. Govern- 
ment-owned patents to determine whether or not a revision of these 
policies and practices would better serve the Government’s and the 
public’s interests. In that connection, I would appreciate receiving 
answers to the questions set forth below. It is my understanding that 
you are presently involved in a study regarding your patent practices 
and policies; therefore, any additional information or comments which 
yeu might wish to submit for consideration by the subcommittee will 

e greatly appreciated. 

A. A statistical breakdown by years of the patents obtained, applied 
for, and owned by your Department. 

B. A statement of the administrative organization within the Com- 
mission that deals with patent policies and practices: 

(1) The. number of employees handling the preparation of 
patent applications. 

(2) The number of employees handling licensing and other 
related matters. 

C. A statement of the extent to which the patented inventions held 
by the Commission are used commercially. 

(1) Give significant specific examples of useful inventions made 
by the Commission. 

D. In regard to those patents owned by the Commission which 
have been licensed for commercial use, please supply a listing of these 

atents, the products involved, the names and addresses of the 
icencees, terms of the licences, and the date on which the licenses 
were executed. 

E. A statement of the existing policy of the Commission concerning 
rights (both domestic and foreign) in inventions and patents in rela- 
tion to the following: 

(1) Employees. 
(2) Contracts. 
(a) Procurement. 
(6) Research and development. 
(3) Grants. 
(4) Independent inventors. 

F. Has the Commission ever run into any areas of major difficulty 
in contracting due to its patent policy? 

G. A statement of the Commission’s policy with respect to obtain- 
ing or acquiring technical information, know-how, specialized proc- 
esses, and proprietary rights other than patents developed under: 

(1) Contracts: 

(a) Procurement. 

(b) Research and development. 
(2) Grants. 
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H. A statement with respect to the patents and the classes of 
patents which the Commission waives its claim to title and the cir- 
cumstances under which the Commission deems it appropriate to 
waive the Government’s ownership. . 

I. A statement whether title ownership to patents has proven useful 
to the Government or in the public interest and to include— 

(1) offset. 

(2) counterclaims. 

(3) interference suits. 

(4) interchange with foreign countries. 

J. Does the Commission make applications for patents in foreign 
countries? 

(1) If the Commission does not seek foreign patents, what are 
the factors which caused the Commission to adopt this policy? 

K. Has the Commission ever purchased, acquired or sold any of its 
patents or patent rights or granted exclusive licenses for a period of 
years? If so, give details. 

L. Does the Commission attempt to enforce its patent title of 
ownership by injunction, suit for infringement, or by other means? 

M. In how many instances has the procedure to determine conflicts 
of ownership set out in 42 U.S.C. 2182 been invoked? Detail the 
results of each instance and whether:the Commission has found the 
use of the Board of Patent Interferences of the Patent Office sufficient 
and adequate for the purpose. 

Has any patent ever been revoked because it was useful solely 
in the utilization of special nuclear material or atomic energy in an 
atomic weapon? Has the Commissioner of Patents been able to 
fulfill his requirement under 42 U.S.C. 2181(e)? 

O. Has the Commission ever held hearings to determine whether a 
patent is affected with the public interest? Has the Commission ever 
declared a patent to be affected with the public interest and issued 
nonexclusive licenses of use under this patent? If the Commission 
has not, why hasn’t it? 

P. A statement of the number of licenses issued under 42 U.S.C. 
2183(c), the administrative operation of sections 2183(c)—(f) of title 
42 of the United States Code, and what are the standard specifications 
and the terms of the licenses granted under Commission findings as 
authorized by sections 2183(b) or (e)? 

Q. A statement of specific instances in which a different patent 
policy might have proven useful to the Government or in the public 
interest. 

(1) Examples of such usefulness or public interest may include 
the following: 
(a) Stimulation of invention. 
(b) Stimulation and encouragement of commercial devel- 
opment. 
(c) An income source to the Government. 

R. Please supply copies of any studies or surveys made during the 
past years relating to the feasibility of attempting new policies and 
practices with respect to patents owned by the Commission. 

S. A statement of the operational history of the Commission’s 
Patent Compensation Board. 

T. Astatement of the administrative operation of the Commission’s 
awards program, awards given, total amounts awarded per year, 
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amount of savings to government, relationship of the Commission’s 
award program to sections 2121-2123 of title 5 of the United States 
Code and Executive Order No. 9817. Does the Commission award 
employees of other Government departments and facilities and non- 
governmental employees for significant contributions to advancement 
of nuclear science? If not, do you agree that you do have the neces- 
sary authorizing legislation? 

Your cooperation in this matter will be greatly appreciated. 

With kind regards. 

Sincerely yours, 
JosepH C. O’Manoney, Chairman. 


Patent Po.uicres AND Practices IN THE U.S. Atomic ENERGY 
Commission From Avaust 1, 1946, THroucH NovemMBER 1958 


The following replies are made in response to the inquiry of October 
9, 1958, from the chairman of the Subcommittee on Patents, Trade- 
marks, and Copyrights of the Committee on the Judiciary, U.S. 
Senate. 

A. A statistical breakdown by areas of the patents obtained, 
applied for, and owned by your Department. 

The following breakdown shows U.S. patent applications applied 
for, U.S. patents obtained, and U.S. patents owned by the U.S. Atomic 
Energy Commission. The figures for the years prior to August 1, 1946, 
reflect the action of the predecessor, Manhattan District, Corps of 
Engineers, War Department, and the special project (S—-1) of Office 
of Scientific Research and Development: 


U.S. patent | U.S. patents | U.S. patents 
applications obtained owned ! 
applied for 


1, 801 
1 Title in United States. Licenses of one nature or another may have been retained by the contractor. 


In view of the time delay between the filing of application and the 
issuance of patent hereon, there is, of course, no direct correlation 
between the number of applications filed and the patents issued in a 
given year. Prosecution time is ordinarily between 3 and 4 years 
where there is no classification involved and in classified cases the 








116 ATOMIC ENERGY PATENTS 


time between the filing of the application and the issuance of a patent 
may be a much longer period. 

Bb. A statement of the administrative organization within the Com- 
mission that deals with patent policies and practices. 

(1) The number of employees handling the preparation of 
patent applications. 

(2) The number of employees handling licensing and other 
related matters. 

The U.S. Atomic Energy Commission patent organization is a unit 
of the Office of the General Counsel under the Chief of the Patent 
Branch of that Office. The control and coordination of inventions, 
patents, copyrights, and trademark activities as well as the general 
responsibility for patent activities under the 1954 Atomic Energy Act 
are under the direction of the Chief of the Patent Branch who is 
renee to the General Counsel. 

he organization comprises a headquarters office designated as the 
Patent Branch of the Office of the General Counsel and branch offices 
at 6 separate locations which presently staff a total of 38 professional 
employees including patent attorneys, patent and technical advisers, 
and patent engineers. Approximately 19 of the professional employees 
are engaged in the preparation and prosecution of patent applications. 
The remaining 19 professional personnel are substantially exclusively 
occupied with other patent matters, including those pertaining to 
negotiation of patent and copyright provisions of contracts, the hand- 
ling of applications for reasonable royalties, just compensation or 
awards under section 153 of the 1954 Atomic Energy Act, investiga- 
tion of patent infringement claims, patent clearance of contracts, 
investigation of patent applications referred to the Commission under 
sections 151 and 152 of the 1954 Atomic Energy Act, negotiation of 
licenses and the issuance of licenses, the reporting of potential inven- 
tions, patentability investigations and determinations, determinations 
of conflicts between inventors, the preparation and handling of inter- 
ferences before the Board of Interference Examiners, and the prepara- 
tion and presentation of appeals before the Board of Appeals of the 
U.S. Patent Office, and the administration of the Invention Secrecy 
Act (35 U.S.C. 181-H6). 

Question C. A statement of the extent to which the patented in- 
ventions held by the Commission are used commercially. 

(1) Give significant specific examples of useful inventions made 
by the Commission. 

It is believed that Commission patents have made a significant 
contribution to American industry in a number of fields. This view 
is supported by schedule A and schedule B, as attached in item D, 
which respectively give the names of those companies to whom a 
nonexclusive, royalty-free license has been issued upon request and 
those which retained a license under the contract under which the 
invention arose. 

Commission patents relating to technological advances and know- 
how, developed under programs supported by the Commission and/or 
its predecessors, the Manhattan Engineer District and Office of Scien- 
tific Research and Development, have provided the foundation for 
and contributed to the unhindered and rapid development of a com- 
petitive industrial position in a number of different fields. One of 
these fields relates to radiation dosimeters, detectors, discriminators, 
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and particle counters, as well as the associated electronic components 
and circuitry. Of the many patents in this category (number of 
patents here is probably between 100 or 200) a few of particular note 
are 2,483,981; 2,531,106; 2,596,500; 2,634,374; and 2,682,510. 

Fundamental research on boron compounds carried out in connec- 
tion with studies on possible isotope separation techniques resulted in 
important developments in the chemistry of the borohydrides (thus 
contributing to the production of some of | today’s high specific energy 
rocket fuels). Patents of interest are 2,461,661; 2,461,662; 2,461,663; 
2,494,968; and 2,545,633. 

The selection of uranium hexafluoride as the volatile substance to 
be used in the separation of the isotopes of uranium necessitated the 
engineering development of a suitable electrolytic process for produc- 
tion of fluorine on a large scale, as well as the Toveloienilih of methods 
of handling, container materials, pumping systems, and the like, in 
order to safely and successfully utilize this very active, corrosive, 
chemical substance. See, for example, patents 2,422,590; 2,506,438; 
2,504,248; 2,540,960; 2,544,285; 2,564,024; and 2,598,283. 

The desirable nuclear, physical, and chemical properties of zirco- 
nium metal as a useful material of construction for certain nuclear 
reactor purposes led to the development of improved methods for 
extraction from ore, separation from hafnium, and production of high 
quality metal as well as alloys. Some of the patents in this field are 
2,546,953; 2,566,665; 2,567,661; 2,635,937; and 2,705,674. 

The necessity for handling varying amounts of more or less highly 
radioactive materials has resulted in an extensive development of 
highly specialized remotely controlled manipulative devices. These 
devices are covered by patents 2,476,249; 2,595,134; 2,632,574; 
2,764,301; 2,771,199, and others. 

One of the outstanding developments stemming from the atomic 
energy program is establishment of an industrial scale of hydrometal- 
lurgical methods for the processing of various types of ores to separate 
and recover such metal values as uranium, vanadium, thorium, and 
the separated rare earths. Uranium ore processing plants utilize 
anion exchange resins for the recovery of a high grade uranium 
product. Significant patents are 2,743,159 and 2,743,154. 

In the case of certain types of ores, the preferred method of uranium 
recovery is by solvent extraction. Patents of interest here are 
2,859,092; 2,859,094, and 2,860,031. Solvent extraction and ion ex- 
change processes are also playing a significant role in the recovery 
and separation of other raw materials of interest, such as thorium, 
certain rare earths, columbium, and niobium. Important patents in 
this respect are the following: 2,523,892; 2,539,282; 2,564,241; 
2,636,044; and 2,796,320. 

Question D. In regard to those patents owned by the Commission 
which have been licensed for commercial use, please supply a listing 
of these patents, the products involved, the names and addresses of 
the licensees, terms of the licenses, and the dates on which the licenses 
were executed. 

Answer D. Schedule A* is a list of the presently owned Commission 
patents on which nonexclusive, revocable, royalty-free licenses in all 
fields have been accorded to the licensee upon written request. 


*For schedule A, see pp. 70 through 85. 
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Schedule B* is a list of the presently owned Commission patents on 
which contractors retained one or more type of license pursuant to the 
terms of the contract or upon request at the time of the execution of 
the assignment of the title to the Commission. This schedule has an 
additional column in which the type of license is identified. The 
type of licenses are identified as: 

Type B: The license retained is a nonexclusive, irrevocable, royalty- 
free. heense sometimes for all purposes, sometimes for atomic energy 
purposes only, some may include the right to grant sublicenses in 
specific fields, and in others, as is the case of the United Kingdom and 
Canadian Governments’ licenses, they are a nonexclusive license for 
governmental and mutual defense purposes pursuant to the terms of 
the Tripartite Agreement of September 1956. 

Type C: The license retained is a sole license, with the sole right 
to grant sublicenses for specific nonatomic energy purposes or for 
purposes other than use in the production or utilization of special 
nuclear material or atomic energy. The license may also include a 
nonexclusive license for other purposes. 

Question E. A statement of the existing policy of the Commission 
concerning rights (both domestic and foreign) in inventions and 
patents in relation to the following: 

(1) Employees. 
(2) Contracts: 
(a) Procurement. 
(6) Research and development. 
(3) Granta. 
(4) Independent inventors. 

The existing policy of the Commission concerning domestic and 

foreign rights in inventions and patents is as follows: 


1. As to employees 


The Commission has pursued a policy of securing an agreement from 
employees, advisors, and consultants covering inventions made or 
conceived by such personnel during employment or engagement under 
which the Commission determines the disposition of rights in and to 
any inventions or discoveries and any domestic or foreign patents 
that may result. Generally, the Commission has acquired all rights, 
both domestic and foreign, in inventions or discoveries pertaining to 
atomic energy. Where the inventions or discoveries: pertain to and 
have uses in other fields, the Commission on the facts of each case 
has employed equitable principles to determine the rights in fields 
other than atomic energy. 

2. As to contracts 

(a) Procurement.—In the procurement of standard supplies and 
commodities or in construction contracts, the Commission has not 
usually acquired rights in inventions or discoveries. The Commis- 
sion has employed indemnity provisions in such instances under which 
the contractor indemnifies the Government as to infringement occuring 
in the performance of or arising out of the use or disposal of supplies 
or equipment furnished. 

(b) Research and development.—The Commission has employed 
patent provisions in its research and development contracts under 
which the Commission is in position to acquire all rights in inventions 
and discoveries made or conceived by contractor employees. If the 


* Schedule B, see pp. 86-97. 
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research and development pertain to a nonatomic field where the 
contractor has an established industrial and patent position, the 
contractor may, depending on the circumstances, retain.a nonexclusive 
or sole license for purposes other than use in the field of atomic energy. 
In addition to rights in inventions made or conceived in the course of, 
in connection with, or under a contract, the Commission may acquire 
a license for Government use of background patents. For instance, 
where a contractor operates a plant or facility and incorporates certain 
company-patented subject matter in the plant, the Commission has 
acquired a license for the Government use of such patented subject 
matter so as to be in position to continue the operation of the plant 
or facility after termination of the contract. 

8. Grants 


In connection with grants to a nonprofit educational institution, 
the grantee agrees to grant to the Government a nonexclusive, 
irrevocable, royalty-free license for governmental purposes in and to 
any invention or discovery resulting from the use of equipment or 
materials purchased under the grant. 


4. Independent inventors 


In the absence of any contract arrangement or relationship, the 
Commission acquires no rights in inventions of independent inventors. 
However, the Commission may negotiate for rights pursuant with 
independent inventors in circumstances where the patent is such as 
to warrant the acquisition of rights by the Commission. 

Question F. Has the Commission ever run into any areas of major 
difficulty in contracting due to its patent policy? 

The Commission has not run into any major difficulty in contracting 
due to its patent policy. 

Question G. A statement of the Commission’s policy with respect to 
obtaining or acquiring technical information, know-how, specialized 
processes, and proprietary rights other than patents developed under: 

(1) Contracts: 

(a) Procurement. 

(b) Research and development. 
(2) Grants. 


1. Contracts 


(a) Procurement.—In the ordinary purchase order for “‘off-the-shelf”’ 
purchases no specific provisions are incorporated for acquiring techni- 
cal information, know-how, secret processes and proprietary rights. 
The Commission acquires the ordinary descriptive and operating 
instructions in such purchases. Where there is a special type of 
procurement, specific provisions may be included requiring the fur- 
nishing of specific technical data, instruction and operating manuals, 
reproduction rights, etc., in connection with equipment or supplies 
furnished. 

(b) Research and development.—In research and development con- 
tracts the Commission incorporates a provision under which all 
drawings, sketches, designs, notebooks, technical and scientific data, 
reports, findings, memorandums of every description, etc. are subject 
to inspection by the Commission and are the property of the Govern- 
ment to be delivered to the Government and used by the Government 
as it sees fit. 
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2. Grants 


Grantees are required to submit reports to the Commission within 1 
year of acceptance of grant, detailing use of funds supplied and sum- 
marizing the educational and training program undertaken in con- 
nection with the material or equipment supplied by the Commission 

Question H. A statement with respect to the patents and the classes 
of patents which the Commission waives its claim to title and the 
circumstances under which the Commission deems it appropriate to 
waive the Government’s ownership. 

As pointed out in answer to item E, the Commission acquires the 
rights in inventions made or conceived by employees or contractor 
employees in the course of, in connection with, or under contracts of 
employment or for research and development. When inventions have 
uses in fields other than atomic energy, as noted in reply to item E 
the contractor may, depending on circumstances, retain a nonexclusive 
or sole license for purposes other than use in the field of atomic energy. 

On the assumption that inquiry pertains to classes of situations 
where the Commission may have waived its rights under the provisions 
of section 152 of the 1954 act be advised that the Commission has to 
date issued two general waivers under section 152, as follows: 

1. The Commission has waived rights under section 152: (a) as to 
inventions or discoveries resulting from the use of source materials, 
special nuclear materials, radioactive and staple isotopes, disposed 
of or sold in accordance with certain established prices and use charges 
and (b) in and to inventions or discoveries resulting from irradiation 
services made available in accordance with certain general established 

rices and charges, all as more fully set forth in part 80, title 10 of the 
ederal Code of Regulations. 

2. The Commission has also waived its rights as respects inventions 
or discoveries made or conceived in connection with or resulting from 
access to restricted data pursuant to, as set forth in part 25.23(b), 
title 10 of the Federal Code of Regulations. 

In addition to the foregoing general waivers, the General Counsel of 
the Commission issued a formal opinion on February 1, 1956, that a 
license issued by the Commission is not deemed to be a contract, 
arrangement or other relationship with the Commission as those terms 
are used in section 152 of the Atomic Energy Act of 1954. Hence, the 
mere fact that an invention or discovery is made in the course of activi- 
ties authorized by a license would not Five the Commission right under 
section 152 to such an invention or discovery. 

Question I. A statement whether title ownership to patents has 
ao useful to the Government or in the public interest and to 
include: 


(1) Offset. 

(2) Counterclaims. 

(3) Interference suits. 

(4) Interchange with foreign countries. 


1. Offset; 2. Counterclaims 


The Commission has not been involved in the Court of Claims or 
district court on any matter where it would be in position to use its 
patents in offset or counterclaims. However, in connection with 
negotiated settlements for alleged infringement, the Commission has 
considered its ownership of patents in the same field as an offset or 
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counterclaim, although the party requesting the royalties may have 
refused to recognize the Government-owned patent by way of offset 
or counterclaim. In one instance the Commission asserted several 
patents as being infringed by the company claiming Commission use 
of its patents. However, the company refused to recognize that it in- 
fringed any patents but in the settlement for one-quarter of the orig- 
inal amount of requested royalty the Commission took into considera- 
tion the Commission-owned patents. If settlement had not been 
negotiated the Commission would have pleaded its patents as a de- 
fense by way of counterclaim. In applications for award under 
section 157 of the Atomic Energy Act, the Commission has pleaded 
its inventions on patents as items to be taken into consideration by 
the Patent Compensation Board. 


3. Interference suits 


The Commission has not been involved in any interference suits- 
However, in connection with interference proceedings in the U.S. 
Patent Office, the Commission has acquired licenses in some 19 appli- 
cations involved in the interferences by mutual exchange of licenses 
in settlement of such interferences. In addition, the Commission has 
secured concession of priority of invention in favor of the Government 
in some 16 interferences on which 12 U.S. patents have issued and on 
which 4 applications are, at present, awaiting issue. 


4. Interchange with foreign countries 


By virtue of the Commission ownership of patents in the United 
States, United Kingdom and Canada, the Commission was in position 
to negotiate the Tripartite Agreement’ of September 24, 1956, under 
which the United States acquired rights in United Kingdom-owned 
U.S. patents, patent applications filed prior to November 15, 1955, 
and Canadian-owned U.S. patents and patent applications filed prior 
to November 15, 1955, subject to a nonexclusive license to such gov- 
ernments. Under such agreement the United States assigned certain 
U.S.-owned United Kingdom and Canadian patents and patent appli- 
cations to the United Kingdom and Canadian Governments subject 
to a royalty-free license in the U.S. Government. The agreement 
further assured nondiscrimination by those governments in the 
according of any licenses under the patents. 

Furthermore, the Commission policy of the acquisition of domestic 
and foreign patents has been instrumental in securing commitments 
in the Euratom Agreement of 1958 as respects the joint research and 
development to be performed thereunder. The agreement provides 
that the United States acquire a nonexclusive license, with the right 
to grant sublicenses, for all purposes in inventions made by the 
Euratom Community and member states in the joint research and 
development program and any foreign patents issued thereon as well 
as acquire ownership of any U.S. patents resulting from the joint 
research and development program subject to a nonexclusive license 
with the right to grant sublicenses in the member states of the 
Euratom Community. 

Question J. Does the Commission make applications for patents in 
foreign countries? 

(1) If the Commission does not seek foreign patents, what are 
the factors which caused the Commission to adopt this policy? 
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The Commission has followed the practice of filing patent applica- 
tions in foreign countries on subject matter deemed of sufficient 
importance to warrant filing in foreign countries. The Commission 
has filed some 1,100 foreign patent applications. 

Question K. Has the Commission ever purchased, acquired or sold 
any of its patents or patent rights or granted exclusive licenses for 
period of years? If so, give details. 

The Commission, in settling the claim of G. M. Giannini & Co, in 
June 1953 for the sum of $300,000, secured a release of all claims for 
past infringement and acquired all right, title, and interest 
U.S. Fermi Patent 2,206,634. 

The Commission, in 1953, acquired a nonexclusive, royalty-free 
license in Christofilos U.S. Patents 2,531,028 and 2,567,907 in addition 
to certain rights in several pending patent applications for the sum 
of $10,000. 

The Commission acquired a license for certain of its activities as 
respects Patents 2,450,462 and 2,587,575 and in reissue letters patent 
in 23464 in April 1958 upon payment of royalties in the sum of $40,000 
in settlement of the claim of Consolidated Electrodynamics Co. 

In addition to the foregoing the Commission has, in certain circum- 
stances, acquired a non-exclusive license in background patents in 
inventions of contractors at the time of the negotiation of a contract 
for research and development work. 

The Commission has not sold any patents or patent rights or granted 
any exclusive licenses for a period of years. The Commission has 
pursued the policy of granting nonexclusive, royalty-free licenses on 
patents owned by the Commission and has accorded licenses as set 
forth in schedule A to item D. Commission contractors have retained 
either a nonexclusive or sole license in nonatomic energy fields as 
listed in notation in schedule B to item D. 

The Commission has also acquired rights in patents as set forth in 
the response to item I. 

Question L. Does the Commission attempt to enforce its patent 
title of ownership by injunction, suit for infringement, or by other 
means? 

The Commission has not attempted to enforce by injunction, suit 
for infringement or other means its patent rights except as set forth 
in response to item I. 

Question M. In how many instances has the procedure to deter- 
mine conflicts of ownership set out in 42 United States Code 2182 been 
invoked? Detail the results of each instance and whether the Com- 
mission has found the use of the Board of Patent Interferences of the 
Patent Office sufficient and adequate for the purpose. 

Up to November 21, 1958, the Commission had filled directives 
pursuant to section 42 United States Code 2182 in two instances: 

In the first instance, the Commission received notice under section 
2182 on or about January 24, 1957. The Commission on April 23, 
1957, filed a directive in the U.S. Patent Office. Subsequently a 
settlement was negotiated and the Patent Office dismissed the pro- 
ceedings on October 31, 1957, pursuant to the filed stipulation and 
agreement under which Patent 2,824,971 subsequently issued to the 
Commission on February 25, 1958. 

In the second instance, the Commission received notice under 
section 2182 from the Patent Office on or about June 15, 1957. Since 
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the Commission’s investigation was not completed by November 15, 
1957, AEC filed a directive to preserve any statutory rights. As a 
result of extensive negotiations a settlement was agreed upon whereby 
AEC acquired rights in the particular application and at the same 
time acquired rights in some five other pending applications. The 
Patent Office dismissed the proceedings on November 6, 1958, pursu- 
ant to a filed stipulation and agreement and the particular applica- 
tion was remanded to the examiner for further ex parte agreements. 

In several other instances after referral of the patent application to 
the Commission by the Commissioner of Patents pursuant to section 
2182 the Government has acquired rights without filing a formal 
directive. 

Question N. Has any patent ever been revoked because it was useful 
solely in the utilization of special nuclear material or atomic energy 
in an atomic weapon? Has the Commissioner of Patents been able 
to fulfill his requirement under 42 United States Code 2181(e)? 

To the Commission’s knowledge no patent has ever been revoked 
because it was useful solely in the utilization of special nuclear material 
or atomic energy in an atomic weapon. 

It is presumed that in the second question of the item the statutory 
reference intended is 42 United States Code 2181(d) since there is no 
section (e). It is believed that the Commissioner of Patents has been 
in position to reasonably fulfill the provision of section 2181(d) 
recognizing that due to the thousands of patent applications filed 
in the Patent Office each month and the fact that a determination as 
to subject matter must be made in each instance before referral, there 
is room for oversight and error. It is believed that if further informa- 
tion as to this item is desired the same might be presented to the 
Commissioner of Patents for his opinion. 

Question O. Has the Commission ever held hearings to determine 
whether a patent is affected with the public interest? Has the Com- 
mission ever declared a patent to be affected with the public interest 
and issued nonexclusive licenses of use under this patent? If the 
Commission has not, why hasn’t it? 

The Commission has never held hearings to determine whether a 
patent is affected with the public interest. The Commission has 
never declared a patent to be affected with the public interest and 
therefore has never had occasion to issue any nonexclusive licenses 
under such a patent. 

There has been no occasion as respects the Commission’s operation 
and that of its contractors which would necessitate the taking of 
action under section 2183 and no person of the groups designated has 
ever made application for exercise by the Commission of the authority 
of section 2183. 

Question P. A statement of the number of licenses issued under 42 
United States Code 2183(c), the administrative operation of section 
2183(c)—(f) of title 42 of the United States Code, and what are the 
standard specifications and the terms of the licenses granted under 
Commission findings as authorized by section 2183 (b) or (e)? 

There have been no licenses issued by the Commission pursuant to 
42 United States Code 2183(c). There has been no administrative 
experience with respect to operation of sections 2183(c)—(f) of title 42 
United States Code, since no patents have been declared affected with 
the public interest. 
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The procedures for declaring a patent affected with the public in- 
terest are set forth in part 2 (subsec. pt. C) and part 81 of title 10, 
Code of Federal Regulations. The specifications and procedures and 
the terms of licenses under section 2183 (b) or (e) are set forth in 
per 2 (subsec. pt. C) and part 81 of title 10 of the Code of Federal 

egulations. 

Cudetion Q. A statement of specific instances in which a different 
patent policy might have proven useful to the Government or in the 
public interest. 

(1) Examples of such usefulness or public interest may include 
the following: 
(a) Stimulation of invention. 
(6) Stimulation and encouragement of commercial devel- 
opment. 
(c) An income source to the Government. 

No instances are known where a different patent policy might have 

proven useful or in the public interest. Since industrial corporations 

enerally acquire the mghts in inventions made by employees it is 
Saeed that in most instances the individual inventor’s incentives 
are not any less or greater by reason of the fact that the Commission 
acquires the rights instead of the contractor. The captive inventor 
secures the same benefits from his inventions whether he is employed 
on an AEC contract or on other company work as the Commission 
approves and reimburses the contractor for granting any honorariums 
to its employee inventors for inventions arising out of Commission 
contracts. 

Under the express directives of the Congress set forth in the Atomic 
Energy Act of 1954, as respects widespread disclosure of technological 
development the ownership by the Government has permitted of the 
widest possible dissemination of unclassified scientific data and tech- 
nology and the unfettered use of inventions by all interested persons 
and not just contractors. 

The acetates has adopted the general Government policy of 
according nonexclusive, royalty-free licenses on Commission-owned 
patents. The Commission has not considered patents as a source 
of income. 

Question R. Please supply copies of any studies or surveys made 
during the past years relating to the feasibility of attempting new 
policies and practices with respect to patents owned by the Com- 
mission. 

No studies or surveys have been made in the last several years 
relating to the feasibility of attempting new policies and practices 
with respect to patents owned by the Commission. 

Question S. A statement of the operational history of the Commis- 
sion’s Patent Compensation Board. 

The Atomic Energy Commission Patent Compensation Board is a 
three man board established originally pursuant to section 1lc of the 
Atomic Energy Act of 1946 and presently constituted under section 
157a of the 1954 Atomic Energy Act. The rules of procedure for 
Patent Compensation Board proceedings are incorporated in part 80 
of title 10 of the Code of Federal Regulations. The general procedures 
and practices before the Patent Compensation Board are similar to 
those followed in patent actions in the Federal district courts. 


eo ht 


a ee ee. ee. 


ATOMIC ENERGY PATENTS 125 


Seventeen applications were filed under the Atomic Energy Act of 
1946 and an additional 16 applications have been filed since August 30, 
1954, the effective date of the act of 1954, making in all a total of 
33 applications filed to date. The Patent Compensation Board issued 
orders dismissing the proceedings in four applications on the basis of 
filed stipulated settlement agreements. The Board has, to date, after 
full hearings, denied awards in 11 applications and granted an award 
of $7,500 in one application. Eleven of these decisions have been 
printed in U.S. Patent Quarterly Reports. One application was 
withdrawn after the filing of the response by the Office of General 
Counsel. In the remaining pending applications, the parties have 
submitted proposed findings in 2, final hearings have been held in 3, 
and the remaining 11 are pending on preliminary pleadings or motions. 

Question T. A statement of the administrative operation of the 
Commission’s awards program, awards given, total amounts awarded 
per year, amount of savings to Government, relationship of the 
Commission’s award program to sections 2121-2123 of title 5 of the 
United States Code and Executive Order No. 9817. Does the Com- 
mission award employees of other Government departments and 
facilities and nongovernmental employees for significant contributions 
to advancement of nuclear science? If not, do you agree that you do 
have the necessary authorizing legislation? 

The policies and procedures of the AEC incentive awards program 
are the “Incentive awards” and ‘Special AEC honor awards.”” The 
program is decentralized to operations offices and administered through 
local awards committees which provide services for managers of 
operations. A central awards committee provides services for the 
headquarters office and acts on awards beyond the authority of the 
local committees. The manual chapters incorporate the policies and 
requirements of the Government employees’ incentive awards law of 
1954 (title 5 U.S.C. secs. 2121-2123) and the Civil Service Commission 
regulations which were promulgated pursuant to that law. 

Awards are made to AEC employees for (1) suggestions; (2) superior 
performance; (3) special acts or services; and (4) distinguished or 
outstanding service. 

Suggestion awards are given for constructive ideas submitted by an 
employee or a group of employees. ‘To be eligible for such an award, 
a suggestion must be outside the employee’s area of responsibility or, 
if within his job responsibility, must be so superior or meritorious as 
to warrant special recognition. Managers of operations are author- 
ized to make case awards up to $500 for suggestions involving tangible 
savings, and up to $300 for suggestions involving intangible benefits. 

Superior performance awards are granted to individuals or groups 
for achievements which exceed the position requirements. Eligibility 
criteria for such superior performance awards are established and 
managers of operations are authorized to make awards up to $300. 

Special act or service awards are granted for specific identifiable 
achievements of a meritorious nature, such as an act of heroism in- 
volving voluntary risk of life or personal safety in attempting to pre- 
vent loss of life or substantial loss of property. Managers of opera- 
tions are authorized to make such awards up to $300. 

Distinguished and outstanding service awards are honorary awards 
granted for such service to the Atomic Energy Commission.  Eligibil- 
ity criteria for such awards are established and the AEC Awards 
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Committee makes recommendations to the general manager for the 
granting of such awards. 

The following table shows the amount awarded per fiscal year and 
the savings realized. 


Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1955 1956 1957 1958 


In connection with the inquiry concerning awards to employees of 
other Government departments and nongovernmental employees, it 
is pointed out that the Commission has established an award under 
the authorization of section 157(c)3 of the Atomic Energy Act known 
as the Enrico Fermi Award. 
® The first award under the second sentence of section 157(c)3 was 
in the sum of $25,000 and was granted to Dr. Enrico Fermi on Novem- 
ber 16, 1954. Later this award became known as the “Enrico Fermi 
Award” and the amount increased to $50,000. There have been three 
recipients of this award: 

Dr. John von Neumann on April 26, 1956. 
Dr. Ernest O. Lawrence on December 2, 1957. 
Dr. Eugene P. Wigner on December 2, 1958. 

In addition, AEC contractors normally operate suggestion systems 
which grant awards to their employees for beneficial ideas adopted, 
Awards made by cost-type contractors are normally included as items 
for which reimbursement is authorized by the AEC. Policies and 
practices for granting gy awards vary depending upon the individual 
contractor but are subject to AEC general approval and authorization. 

Other than for the special awards provided for in section 157(e) 
such as the Fermi Award and the Patent Compensation Board claim 
awards, the Commission does not have authority to grant awards 
directly to non-Government employees. 


MIscELLANEOUS CORRESPONDENCE WitTH Patent OFFICE 


U.S. DeparTMENT OF COMMERCE, 
U.S. Parent Orrice, 
Washington, November 5, 1958. 
Mr. Epwarp Diamonp, 
Associate General Counsel, 
Atomic Energy Commission, Washington, D.C. 


Dear Mr. Diamonp: This will acknowledge receipt of your letter 
of November 4, 1958, seeking our opinion with respect to a request 
by the Joint Congressional Committee on Atomic Energy for access 
to copies of patent applications and statements transmitted to the 
Atomic Energy Commission by the Commissioner of Patents, pur- 
suant to section 152 of the Atomic Energy Act of 1954 (42 USC. 
2182). 

In our present view, if such a request were made to the Patent 
Office, the recommendation would be that it be refused. Section 122 
of title 35 U.S.C. has been considered to be a legislative directive to 
the Patent Office not to give any information concerning patent ap- 
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plications to anyone, other than the applicants or the owners, except 
under the conditions specified in the section. While section 152 of 
the Atomic Energy Act provides an exception to the general provisions 
of 35 U.S.C. 122, insofar as the Atomic Energy Commission is con- 
cerned, neither that section nor any other section of the act is con- 
sidered to require the Commissioner to grant the same access to the 
Joint Committee. Whether the sentence in section 202 of the Atomic 
Energy Act, stating that the Commission shall keep the committee 
“fully and currently informed with respect to all of the Commission's 
activities,’’ requires the Commission to afford the committee access 
to the material forwarded by the Commissioner, is a question on 
which we cannot and should not express an opinion. Without knowl- 
edge of the Commission’s prior practices and its relationship with the 
committee in this field and related fields, it would be presumptuous 
on our part to express an opinion on the propriety of your granting 
the request of the committee for such material. 
Sincerely yours, 
C. W. Moors, Solicitor. 


NOVEMBER 7, 1958. 
Mr. Rosert C. Watson, 
Commissioner, U.S. Patent Office, 
Department of Commerce, Washington, D.C. 


Drar Mr. Watson: As you know, the Joint Committee has under- 
taken a study of atomic energy patent policies and procedures, and a 
review of chapter 13 of the Atomic Energy Act of 1954 pertaining to 
patents and inventions. On October 7, 1958, a meeting was held in 
the office of Mr. Arthur W. Crocker, First Assistant to the Commis- 
sioner, during which a member of the Joint Committee staff outlined 
the objectives of this study which the staff is carrying out in accord- 
ance with instructions from Vice Chairman Anderson and myself. 
In connection with this study, it is requested that the Patent Office 
provide access to the Joint Committee staff to certain applications for 
patents on inventions or discoveries useful in the production or 
utilization of special nuclear material or atomic energy. Section 151d 
of the act provides that access shall be granted to the Atomic Energy 
Commission, and I believe that it will be necessary for the committee 
also to have access and perhaps copies of certain applications in order 
to complete its study. Mr. David R. Toll, our staff counsel, and 
Mr. Bernard Wohlfert, consultant to the committee for the purposes 
of this study, will come to the Patent Office next week for this purpose, 
on or about November 17, 1958, and I request that you cooperate 
with them in every respect. 

In addition, it is requested that the Patent Office forward to the 
Joint Committee a list of all applications for patents on nuclear 
reactors by persons other than AEC, indicating in each case, the date 
of the application, the name of the applicants and any assignees of 
record, the title of the invention, the status of application, and any 
other pertinent remarks. This information is being requested in 
accordance with section 202 of the Atomic Energy Act of 1954 which 
provides as follows: 
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“Any Government Agency shall furnish any information requested 
by the Joint Committee with respect to the activities or responsibilities 
ob that agency in the field of atomic energy.” 

The cooperation of the Patent Office is appreciated. 

Sincerely yours, 
Cart T. Durnam, Chairman. 





U.S. DEPARTMENT OF COMMERCE, 
PaTENT OFFICE, 

Washington, December 9, 1958. 

Mr. Rotanp A. ANDERSON, 

Chief, Patent Branch, Atomic Energy Commission, 

Washington, D.C. 

Dear Mr. AnpERSON: In accordance with prior arrangements 
acknowledged in a letter of November 20, 1958, from Mr. Edward 
Diamond, I am forwarding herewith a list of all applications for pat- 
ents on nuclear reactors by persons. other than the Atomic Energy 
Commission. The list is accompanied by an explanatory memo- 
randum prepared by Mr. R. C. Campbell, Acting Examiner, Division 
46, who supervised the preparation of the list. 

This list was requested by Representative Carl T. Durham, chair- 
man of the Joint Committee on Atomic Energy, and it is understood 
that the Atomic Energy Commission vill make the list available to 
the Joint Committee on Atomic Energy and its staff, pursuant to 
section 202 of the Atomic Energy Act of 1954, as amended. 

Thank you for your cooperation in this matter. 

Sincerely yours, 

Artuur W. Crocker, 

First Assistant Commissioner. 





U.S. DepaRTMENT OF COMMERCE, 
U.S. Patent Orrice, 
Washington, December 9, 1958. 
Hon. Cart T. Durnam, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D.C. 


Dear Mr. Duruam: In further reference to your letter of Novem- 
ber 7, 1958, and in accordance with prior arrangements with the 
Atomic Energy Commission, acknowledged in a letter of November 
20, 1958, from Mr. Edward Diamond, associate general counsel, I am 
transmitting to Mr. Roland Anderson, Chief, Patent Branch, Atomic 
Energy Commission, a list of all applications for patents on nuclear 
reactors by persons other than the Atomic Energy Commission. The 
list is accompanied by an explanatory memorandum prepared by Mr. 
R. C. Campbell, Acting Examiner, Division 46, who supervised the 
preparation of the list. 

It is my understanding from Mr. Diamond’s letter that the above 
list will be made available to members of the Joint Committee on 


ATOMIC ENERGY PATENTS 129 


Atomic Energy and its staff, pursuant to section 202 of the Atomic 
Energy Act of 1954 as amended. 
Sincerely yours, 
Artuur W. Crocker, 
First Assistant Commissioner. 


MISCELLANEOUS CORRESPONDENCE Wits AEC 


CONGRESS OF THE UNITED STATES, 
Joint CoMMITTEE ON Atomic ENERGy, 


December 16, 1958. 
Mr. A. R. Luepecke, 
General Manager, U.S. Atomic Energy Commission, 
Washington, D.C. 

Dear Mr. Lueprcke: By letter dated December 9, 1958, Mr. 
Arthur W. Crocker, First Assistant Commissioner of the Patent Office 
informed Chairman Durham that he was transmitting to Mr. Roland 
Anderson, Chief, Patent Branch, AEC, a list of all applications for 
patents on nuclear reactors by persons other than the AEC, together 
with explanatory memorandum. Mr. Crocker further stated that it 
was his understanding that the list would be made available to 
members of the Joint Committee and its staff, and Mr. Crocker 
indicated that he had sent a copy of his December 9, 1958, letter to 
Mr. Edward Diamond and Mr. Roland A. Anderson. 

It is requested that the Atomic Energy Commission forward to the 
Joint Committee two copies of the list of applications and the memo- 
randum forwarded by Mr. Crocker’s December 9, 1958, letter. 

Sincerely yours, 
James T. Ramny, Executive Director. 


U.S. Atomic Enerey Commission, 
Washington, D.C., January 13, 1959. 
Mr. James T. Ramey, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Ramey: Your letter of December 16, 1958, crossed in 
the mail my letter of December 18, 1958, to Chairman Durham, trans- 
mitting the list of patent applications pertaining to nuclear reactors 
by persons other than the Atottiie Energy Commission, which had 
been received from Mr. Arthur W. Crocker, First Assistant Commis- 
sioner of Patents with his letter of December 9, 1958.* 

I assume that my letter of December 18 meets your needs. If not, 
please advise me. 

Sincerely yours, 
A. R. Lurepecks, General Manager. 


‘ The list was marked “‘Official Use Only’’, and therefore could not be made public by the Joint Com- 
mittee, 
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U.S. Atomic Enserey Commission, 
Washington, D.C., November 24, 1958. 
Mr. Davip Tout, 

Counsel, Joint Committee on Atomic Energy, 

Congress of the United States, Washington, D.C. 

Dear Mr. Tou: Pursuant to your request of November 13, 1958, 
there is enclosed herewith a copy of Mr. Mitchell’s opinion of Feb- 
ruary 1, 1956, that licenses issued by the Commission are not within 
the purport of section 152 of the 1954 Atomic Energy Act. 

The general waivers issued by the Commission under section 152 
are incorporated in the Code of Federal Regulation, the one applicable 
to sale and distribution of isotope and the conduct of irradiation 
services is set forth in part 83, and the second applicable to access 
permits is contained in part 25.23. 

There is also enclosed a copy of the Manager, Chicago Operations 
Office, letter of February 12, 1958, to Dr. Chauncey Starr of North 
American, which presumably is the letter Mr. Koris of North Amer- 
ican advised you had been sent to his company. 

Sincerely yours, 
Roianp A. ANDERSON, 
Chief, Patent Branch. 


Enclosure: Mr. Mitchell’s opinion, letter of February 12, 1958 to 
Dr. Starr. 


Copies to Chairman, Congressional Liaison, 2. 


OPINION OF THE GENERAL COUNSEL 


Inquiries have been received as to the applicability of the provisions 
of section 152 of the Atomic Energy Act of 1954 (68 Stat. 944) to 
inventions or discoveries made or conceived in the course of activities 
under licenses issued by the Atomic Energy Commission. 

In my opinion a license issued by the Atomic Energy Commission 
is not a “contract, subcontract, arrangement or other relationship 
with the Commission” as those terms are used in section 152 of the 
act. Hence, the mere fact that an invention or discovery is made by a 
licensee in the course of activities authorized by a license would not 
give the Commission rights under section 152 with respect to such 
invention or discovery. On the other hand, if a licensee has entered 
into a “contract, subcontract, arrangement or other relationship 
with the Commission,” inventions or discoveries made or conceived 
by the licensee under the contract or other relationship would come 
within the purview of section 152. 

As used in this opinion, ‘license’? means a license issued pursuant 
to chapters 6 (‘‘Special Nuclear Material’’), 7 (‘Source Material’’), 
8 (“Byproduct Material’’) or 10 (“Atomic Energy Licenses’’) of the 
Atomic Energy Act of 1954, or a construction permit issued pursuant 
to section 185 of the act. 

Dated February 1, 1956. 





Wiiu1am MITcHeELL, 
General Counsel, U.S. Atomic Energy Commission. 
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FEesruary 12, 1958. 
Dr. CHAuNCEY STARR, 
Vice President, North American Aviation, Inc., 
Canoga Park, Calif. 
(Through A. ’P. Pollman, Area Manager, Canoga Park area office). 


Dear Dr. Starr: In your letter of October 14, 1957, to Mr. J. C. 
Pollard, Assistant Manager of the Commission’s San Francisco 
Operations Office, you requested the AEC’s views regarding patent 
rights which might arise out of the performance of certain non- 
Government work in your privately owned facilities. 

Your question concerns the applicability of section 152 of the 
Atomic Energy Act of 1954 to inventions or discoveries made in the 
course of performance of privately financed work for others which 
your company proposes to conduct in its privately owned facilities at 
the same time that it will be performing work in those facilities under 
contract with the Commission. Under section 152, any invention or 
discovery, useful in the production or utilization of special nuclear 
material or atomic energy, made or conceived under any contract, 
subcontract, arrangement, or other relationship with the Commission, 
regardless of whether the contract or arrangement involved the 
expenditur e of funds by the Commission, shall be deemed to have been 
made or conceived by the Commission, except that the Commission 
may waive its claim to any such invention or discovery under certain 
circumstances. We do not believe that the mere fact of physical 
juxtaposition of privately financed work performed for others with 
work performed under contract with the Commission would in itself 
constitute such an arrangement or other relationship; nor would 
inventions and discoveries under the privately financed work per- 
formed for others be deemed, by virtue of such juxtaposition alone, to 
have been made in connection with or under the terms of the contracts 
with the Commission which were performed concurrently. 

We have not considered whether an ‘‘arrangement or other relation- 
ship”? might exist where other factors beside physical juxtaposition, 
such as the use of AEC facilities for the private work, are present. 
Nor have we considered the effect of interchange of personnel work- 
ing on the AEC-sponsored activities and personnel working on pri- 
vate work, or the interchange of ideas between such personnel, upon 
establishing the Commission’ s rights in an invention or discovery in 
a particular case. Needless to say, the existence of factors such as 
these, or conceivably others, might well be pertinent in the resolution 
of the respective rights of the parties, and nothing in this letter should 
be construed as expressing an opinion in derogation of the rights of 
the Government in such instances. 

This reply has the approval of the Acting General Counsel of the 
Commission. 

Very truly yours, 
Kennetu A. DunsBar, Manager. 


Copies to Edward Diamond, Acting General Counsel, Washington; 
W. Kenneth Davis, Director, Division of Reactor Development, Wash- 
ington; A. P. Pollman, area manager, Canoga Park area office; William 
E. Elliott, San Francisco Operations Office; Earl G. Kunz, Assistant 
General Counsel, Chicago Operations Office; ; George H. Lee, Director, 
Patent Division, Chicago Operations Office. 
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CHAPTER VI. EXCERPTS FROM AEC MEETING OF 
APRIL 15, 1958, INCLUDING STATEMENTS FROM 
REPRESENTATIVES OF INDUSTRY AND OTHER 
GROUPS 


Mr. Diamonp (AEC Associate General Counsel). I will ask Mr. 
Anderson, Chief of our Patent Branch and whom you all know, to 
outline the Commission’s policies and practices in this field. 

And now the first item on our agenda, ‘AEC Patent Policies and 
Practices.”’ 

Mr. Anderson. 

Mr. ANperson. Mr. Diamond, members of the Panel, gentlemen, 
the present Atomic Energy Commission patent policy had its. origin 
in the 1940 directive of President Roosevelt to Dr. Vannevar Bush to 
the effect that controls of patents on the special project (S-1) was 
necessary to assure the fullest wartime cooperative effort to advance 
the atomic energy program. The resultant contract provisions pro- 
vided for the Government’s acquisition of the rights in the technical 
data developed, and the right to determine the disposition of the title 
to and the rights in inventions and discoveries resulting from Gov- 
ernment-sponsored research and development work. 

This satiey was continued under the Manhattan Engineer District, 
Department of the Army, and has been pursued eel the Atomic 
Energy Acts of 1946 and 1954 through the employment in contracts 
of patent provisions generally referred to as the type A, B, and C 
provisions. This policy has permitted the Atomic Energy Commission 
and the Government generally complete freedom of action as respects 
the dissemination of technological atomic energy information prepared 
and developed under Government contracts to the entire public, in 
the public interest, and not just to contractors or other selected groups. 
It likewise has made it possible for the Commission to make available 
to all citizens and industries discoveries and inventions in the atomic 
energy field, thereby avoiding the granting of special privileges and 
establishment of preferred positions by its select contractors. 

It is seriously questioned whether the Commission, under the direc- 
tives and mandates of the 1954 Atomic Energy Act, could pursue any 
other policy. The Commission is charged, in section 1 of the 1954 
Atomic Energy Act, with the development of atomic energy for peace- 
ful uses as well as military uses, and to provide a program for conduct- 
ing, assisting, and fostering research and development work in order 
to encourage scientific and industrial progress. 

The Commission has the specific statutory obligations under section 
3 to disseminate unclassified technical data; to encourage widespread 
participation in the development and utilization of atomic ener 
for peaceful purposes; and to provide to cooperating nations the 
benefits of peaceful applications of the atom. 
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If the Commission, on Government-sponsored work, did not acquire 
the rights to disseminate, reproduce, and use technical data as the 
Commission sees fit, or acquire the right to make such inventions and 
discoveries available to all, could it fulfill these directives of the 
Congress? 

The AEC has been able to establish the technical information 
services for the distribution and publication of unclassified technical 
data and provide for the civilian-access program because it has had 
full freedom of action as to the reproduction and use of inventions 
and technical information, and not merely governmental rights as 
respects the discoveries and inventions and the technical data. 

It has been asserted by some organizations and individuals that 
the Defense Establishment policies of merely securing a nonexclusive 
licence for Government use on Government-sponsored research and 
development work should be followed by the Commission. The 
Defense Establishment has no legislative directives as to the dissemi- 
nation of technological data as does the Commission as noted in the 
referenced section 3. The Defense Establishment is engaged in mili- 
tary research and development work and has no statutory responsi- 
bility to promote civilian research and development work. 

It is thus to be appreciated that the Commission has broader 
responsibilities in the field of atomic energy than the Defense Estab- 
lishment has in the field of military resear rch, While the adoption of 
the Defense Establishment policies might satisfy the Government 
interests, it would not advance the civilian scientific and industrial 
progress to the extent of the directive of the Atomic Energy Act of 
1954. In fact, various committees and groups in and out of the Con- 
gress have questioned whether the Defense Establishment policy of 
only securing a license in the Government is in the best interest of the 
Government, to say nothing as to whether it is in the best public 
interest. 

Is not the public interest in civilian application of atomic energy 
best served by widespread dissemination of technological information 
and the extensive use of the technology and inventions developed 
with public funds? 

Furthermore, the Congress, in section 159, provides that— 

Nothing in this Act shall affect the right of the Commission to require that 
patents granted on inventions, made or conceived during the course of federally 
financed research or operations, be assigned to the United States. 

In fact, in section 152 the Congress directs that inventions arising 
out of Commission contracts are the property of the Government 
unless the Commission waives its claim to such inventions or dis- 
coveries under appropriate circumstances. No criteria or standards 
for waivers are set forth to guide the Commission, other than providing 
that the Commission may waive rights to such inventions under ap- 
propriate circumstances. 

An observation as to the present effect of the Commission policy 
on the civilian atomic energy program might be apropos at this point. 
Every company at present engaged in private atomic energy is entitled 
to utilize not only the technology and scientific information developed 
and the inventions made and conceived by such company under con- 
tract, but also entitled to utilize the technical information prepared 
and inventions made and conceived by inventors of other companies 
under Commission contracts. This utilization of technology would 
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not be possible under a program that provided for the acquisition by the 
Government of a mere right to use the technological information and 
inventions for governmental purposes. This freedom of exchange and 
use has prevented the withholding of technology or the acquisition by a 
few corporations or a group of preferred corporations of the resultant 
atents. 

The cross-fertilization of ideas among and between all contractors 
and all strata of scientific and engineering personnel has been possible. 
One engineer is not denied the right to patie his invention until the 
idea has been proved by the particular contractor. Any patent se- 
cured on his invention is for the benefit of all, not just the Govern- 
ment and the contractor. One concrete example of where the cross~- 
fertilization has been very profitable in the atomic energy program is 
the raw material field. 

The several processes employed today by the private corporations 
treating ores were developed by and for the AEC, yet the whole in- 
dustry is using these processes and the downward price revisions are 
not affected by charging for the technology by royalty payments. 

Some may deem that the time has passed when a few selected con- 
tractors are in position to secure preferential treatment either in re- 
spect to technology or from patents by virtue of being contractors. 
It is believed that the basis for preferred positions still prevails. 
While the AEC may have thousands of contractors, both large and 
small, in the atomic energy field most of the programmatic research and 
development is performed by relatively few contractors. 

The national laboratories and production facilities operated on 
behalf of AEC are of necessity limited to a few by virtue of physical 
site: a national laboratory at Brookhaven, one at Oak Ridge, one at 
Los Alamos, one at Arco, one at Argonne, et cetera. Similarly, this is 
the case with the production facilities; one contractor operates Han- 
ford, one Savannah River, one Portsmouth, one Sandia, one Oak 
Ridge, et cetera. 

Today approximately 90 percent of the inventions reported under 
Commission contracts are reported by some 14 contractors. Thus, so 
far as inventions reported under AEC contracts are concerned, there 
is still concentration in a relatively few contractors. The nature of 
certain of the technology is such that one corporation engages only in 
one type of research or development. This is the case in reactor 
research; for example, one or two corporations are working on PWR, 
two on BWR, the same on OMR, HRE, et cetera. 

Initially, much was said about atomic energy being a unique field 
and that special considerations warranted the patent policy that has 
been pursued on the AEC program. That unique and special con- 
siderations are still pertinent in the atomic energy field is evidenced by 
the recent indemnity legislation by the health-hazards problems, 
et cetera. The monetary expenditures required to engage in the 
reactor construction and operation field of necessity permit of only a 
small number to participate. 

In addition, from the reports of Atomic Industrial Forum and the 
recent testimony of industry before the Joint Committee, it appears 
that the Government will bear a reasonable portion of the expense of 
research and development in the atomic energy field for some time 
to come. 
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The international picture must also receive attention in considering 
any patent policy. The President’s Atoms for Peace program in- 
volves many countries and has thus far pertained largely to govern- 
mental arrangements involving industry and governments under 
bilateral agreements, Euratom and the International Atomic Energy 
Agency, et cetera. All of these look to government financing of some 
cind. 

Consquently, assurances that provide American industry against 
foreign discrimination, and at the same time protect American in- 
dustry generally abroad as well as in the United States, seem important 
objectives. Thus far, because of the AEC policy, the United States 
was in a position to secure all rights in the United States in U.S. 
patents of certain foreign governments. 

For example, in the United Kingdom-Canadian-United States 
Tripartite Agreement of 1956, the United States acquired the rights 
in United Kingdom- and Canadian-owned U.S. atomic energy inven- 
tions that were the subject of filed patent applications as of November 
15, 1955. At the same time, the AEC was able to receive assurance 
of equal treatment of American industry by the United Kingdom and 
Canada as respects United Kingdom and Canadian patents owned by 
such governments, as well as secure free U.S. Government rights in 
such countries. If the Commission has not had the title and rights 
in the inventions, this would not have been possible. The United 
States would not have had a quid pro quo with which to negotiate 
such an arrangement. 

It is believed the tripartite agreement was the first U.S. Government 
exchange of patent rights where the U.S. Government did not have to 
pay royalties for acquiring rights in the U.S.-owned patents of foreign 
governments, and at the same time was able to insure nondiscrimina- 
tion against American industry in their operations abroad that involve 
a use of the subject patents. 

The patent aspects of the foreign atomic energy program is only a 
small part of the foreign picture. Sometimes a U.S. contractor will 
speak of protecting the contractors’ foreign rights; however, many 
US. contractors do not themselves have foreign manufacturing plants 
but deal with foreign companies and arrange for a division of rights 
between the foreign and U.S. companies. In the field of atomic 
energy, this could result in situations where American industry gen- 
erally would be precluded from entering foreign countries by virtue of 
some limited arrangement between the U.S. contractor and his par- 
ticular foreign affiliate. 

The Commission has followed the practice of having contractors, 
when reporting inventions, indicate whether they desire to file in the 
United States or foreign countries. If the invention does not involve 
classified subject matter, and the contractor has expressed a desire, 
the Commission has promptly notified the contractor to proceed to 
file the United States and any foreign applications the contractor 
desires. 

In instances where restricted data is involved, foreign applications, 
of course, have only been filed by the contractor or the Commission 
where the subject matter involved falls within the scope of information 
exchangeable under an agreement for cooperation negotiated under 
section 123 of the Atomic Energy Act of 1954, and where it-has been 
ascertained that the subject matter is of sufficient importance to war- 
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rant the filing in a foreign country. In those instances where a con- 
tractor indicates that foreign filing would be desirable, but that its 
rights in the invention or discovery under its contract with the Com- 
mission are not sufficient to vustify the contractor itself in so filing, 
the Commission has ordinarily made the foreign filing after review of 
the subject matter. Where an invention or discovery is privately 
developed as distinguished from work under a Commission contract, 
there are no restraints on foreign filings by private industry except in 
those instances where classification is involved; and even where the 
invention or discovery has some classified aspects, the Commission 
has attempted to work with private industry to prepare a specification 
which could be filed on an unclassified basis. The Commission has 
pursued and is pursuing a vigorous domestic and foreign patent 
program. 

The AEC has secured the right to determine the disposition of 
rights in inventions of AEC personnel as well as that of contractors. 
In pursuance of this policy AEC has, when private personnel are 
loaned to AEC facilities, placed such personnel under the same patent 
arrangement as personnel of the AEC and the site contractor. This 
has been done to have all the personnel at a given site on the same 
basis so as to avoid questions of loyalty to one company over another 
and avoid preferential treatment of selected personnel]. If all partici- 
pants have the same invention rights and obligations, communica- 
tion between personnel and laboratories are not impeded, preferential 
treatment and positions are avoided and the rights and contributions 
are equally available to all. 

Let us now review some of the statutory patent provisions of the 
Atomic Energy Act of 1954 that have been the subject of critical 
comment. The basic assumption of many commentators is that 
there should be no different treatment of the atomic energy subject 
matter from any other patentable subject matter and that any modi- 
fications of the patent statutes are not warranted. Certain of the 
fears of some of the proponents of the 1946 and 1954 Atomic Energy 
Acts may not have matured. However, the provisions of these acts 
and the AEC contract policy and statutes bar abuses so that today 
there exists freedom of action not only within the Government but 
in industry in the use of inventions developed at public expense, and 
in the use of technological information resulting from Government- 
sponsored research and development work. 

Proposals have been made to the Congress for repeal of the patent 
provision of the Atomic Energy Act of 1954, so as to return atomic 
energy to the normal patent system. What does this embrace? 
Does this include the securing of an injunction against a private 
reactor operator because the reactor may infringe some privately 
owned patent? 

It certainly would. Under the normal patent system, the two 
principal attributes of a patent are: 

(1) The right by the owner of the patent to exclude others from 
using the invention, and 

(2) The right of the owner to reasonable monetary return for use. 

The Court of Claims Act precludes a patent owner from excluding 
the Government and its contractors from using a private patent. 
In other words, a patent owner cannot, in view of said act, secure an 
injunction against the Goverrtment’s use. The sole remedy of the 
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patent owner against the Government is just compensation for the 
use by the Government. 

The Atomic Energy Act of 1954, section 153, creates in the Govern- 
ment certain additional powers as respects atomic energy patents 
issued on applications filed before September 1, 1959. The Commis- 
sion, on its own initiative or at the request of certain persons acting 
under Commission authorizations, may request that a patent be 
declared affected with the public interest, with the owner thereafter 
being limited to monetary return and not being entitled to injunctive 
relief. 

The authority under section 153 is not necessary for the Govern- 
ment’s own operations, for as noted, injunctive relief is not available 
against the Government under the Court of Claims Act, irrespective 
of the field of the invention. However, one departure from normal 
patent systems in the atomic energy field is the denial under section 
153 of the injunctive relief against private parties where the Commis- 
sion finds after hearings and determines that the patent is of such 
primary importance that licensing under the particular circumstances 
is necessary. This means that injunctive relief may not be available 
against the private power reactor owner or operator who must spend 
millions to build and operate a reactor. 

Should the patent owner have the right to secure an injunction 
closing a private reactor powerplant, thereby inconveniencing the 
public who secure their power or electricity and other services from 
such powerplant? 

Does it do violence to justice and equity in this type of circumstances 
where primary importance has been determined and the patent owner 
has refused to license at a reasonable royalty, to require licensing at a 
reasonable royalty fixed by the Commission and the courts? 

Some maintain section 153 is not necessary, for patentees, if the 
civilian uses were important, would grant licenses. If the patentee 
licenses uses, section 153 will not have to be employed. But, if a 
patentee refuses, and the civilian use is important, then what? 

Will the public interest best be served by the repeal or continuance 
of the authority granted in section 153? 

To date the Commission has not exercised the power granted under 
section 153. However, private power reactors are only in the forma- 
tive state and the Government, as pointed out, does not need to exer- 
cise the authority as respects its own uses. 

As noted, some espouse the repeal of the entire patent provisions, 
while others only direct attention to certain provisions of chapter 13 
in general terms, without discussing or comparing the differences 
between the patent sections of the Atomic Energy Act, and what is 
asserted to be the normal patent provisions. 

Are the differences substantive? Are they major or minor? What 
purpose do they serve? Let us examine some of the other sections in 
relation to the general picture. 

Section 151 a and b exclude weapons, as defined in section 11d, 
from patenting. We are asked why not permit patents in this limited 
weapons field and let the owners sue the Government in the Court of 
Claims for any Government use? 

Basically, it is believed secrecy was a primary consideration. 
Secrecy and the problem as to compensation to a weapons inventcr 
may warrant continuance of the exclusion. If a weapons device is 
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useful, it would in all probability be classified and remain classified 
so that no patent would issue for years. The weapons inventor could 
not sue in the Court of Claims until he secured a patent, and when 
he did get a patent and sued in the Court of Claims, if the Govern- 
ment pleaded secrecy, the inventor-patentee would have no recourse 
for, under existing decisions, the Court of Claims will not entertain 
jurisdiction where the Government asserts secret use. Thus the 
inventor-patentee is without relief. 

However, the Congress, when it came to atomic weapons while 
excluding patenting of weapons inventions under section 151 a and b, 
provided in section 157b(3) that such a weapons inventor who re- 
ported his invention might file an application for an award, and the 
Government cannot in such proceeding hide behind secrecy to defeat 
an award. Just how the securing of a delayed patent at considerable 
expense with no remedy, where secret material is involved, would 
stimulate weapons development more than the reporting of the inven- 
tion at nominal expense under section 15lc with the right thereafter 
to secure an award under section 157b(3) is a bit difficult to appreciate. 
To an atomic weapons inventor, return to the normal patent system 
would mean no recovery where the Government pleaded secrecy. 
Yet this is the position that several large industrial associations 
advocate. 

Section 151 ¢ and d are felt by some to be unduly burdensome and 
by others to be ambiguous, and still others deem the provisions unclear 
as to the time of reporting or the penalty for noncompliance. The 
purpose of section 151 ¢ and d in retrospect appear to be twofold; 
first, to inform the Commission of private technology, and second, 
to assure secrecy review of inventive subject matter. 

If a U.S. patent application is filed, secrecy review may be under- 
taken pursuant to section 181 of title 35, United States Code. How- 
ever, if no application is filed, then the report does accord the Com- 
mission an opportunity to examine the subject matter for security. 
In view of the few areas of subject matter at present requiring classi- 
fication, the work involved in handling and processing reports may 
not alone justify the provisions of section 15lc. However, the in- 
formation obtained both from reports and patent applications are 
deemed to warrant continuance, aside from security considerations. 

It is recognized that definiteness is most desirable, particularly 
in statutory language. The phraseology of section 15le calling for 
reports as to inventions “useful in the production or utilization of 
special nuclear material or atomic energy” is a term of art in the 
statute. The requirement is circumscribed by providing that the 
report is not due until 90 days after completion or after the person 
first ‘thas reason to believe’ that such invention or discovery is 
useful for such purposes. Completion is said to be ambiguous. 
However, it is not any more indefinite than such terms as “conceived,” 
‘reduced to practice,” “finished,”’ or some other term. Thus, even if 
the section is considered to be ambiguous as to subject matter or 
finite term has been proposed that would accomplish the desired 


purposes. 

There is no limitation as to the use to be made of section 15le 
reports. The Commission at present treats the reports and applica- 
tions in a ‘business confidential” status and, so far as known, no 
publication has been made of any section 15lc reports or any section 
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151d patent applications. They are handled as “business, confiden- 
tial.”’ Provision could be made that the Commission treat these items 
as confidential, but as yet no definitive proposal has been recommended. 
There is no specific penalty provision in section 151 itself. However, 
the pattern for both civil and criminal penalties are set forth in the act. 

Section 157b(3) provides that a prerequisite to making an applica- 
tion for an award is compliance with the provisions of section 151c. 
Thus a civil penalty is clear. If one is going to file for an award, he 
must have complied with section 151c by filing a timely report with 
the Commission or filed a timely patent application. 

The criminal provisions of section 223 provide: 

“Whoever willfully violates, attempts to violate, or conspires to 
violate” any provision of the act “for which no penalty is specifically 
provided” shall upon conviction be fined or imprisoned. Since there 
is no specific criminal provision applicable to section 151, it would 
seem this omnibus provision applies. If this is a matter of real con- 
cern, a specific clarifying criminal penalty provision could be added. 
However, it is deemed that the problem, if any, under section 151 c 
and d are believed to be minor in nature. 

The reports by the Commissioner of Patents under section 151d 
evidence an ever-increasing interest and activity in the atomic energy 
field by private parties and industry. In the calendar year 1955 the 
Commissioner reported approximately 150 cases to the AEC, in 1956 
approximately 450, and in 1957 over 850. The number of invention 
reports submitted under section 151c also have increased from year 
to year. 

Section 152 was incorporated in the 1954 act after a great deal of 
controversial debate involving its effectiveness as against compulsory 
licensing, section 153, and also after statements that contractors were 
withholding the reporting of inventions. No standards to guide 
the Commission are set forth. However, there were several general 
situations where waivers under section 152 were warranted and the 
Commission by regulation has waived patent rights; namely, 

(1) As to inventions resulting from the sale, distribution, or use of 
isotopes, including the Idaho gamma facilities, regulations, title 10, 
part 83, and, 

(2) As to inventions resulting from access permits, regulations, 
title 10, part 25, 23b. 

In a third type of situation involving inventions made by a Com- 
mission licensee, an opinion of the General Counsel was issued Febru- 
ary 1, 1956, Regulations, title 10 (F.R., pt. 8), to the effect that li- 
censees were not within the purview of section 152. 

There may be other situations that warrant general waiver treat- 
ment; however, other than in the foregoing three general situations, 
it has not become specifically apparent. It has been generally under- 
stood that the patent clauses of contracts supersede the provisions of 
section 152. 

The difficulty, if any, in connection with contracts is not in deter- 
mining if a waiver exists as to a given invention, but is one of origin, 
to determine if an invention is “made or conceived in the course of, 
in connection with, or under a contract.’ 

A waiver of section 152 as respects inventions made or conceived 
under contract would not resolve this issue of origin, but, insofar as 
it would allay fears, a waiver that the “Commission waives rights to 
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inventions arising in the course of, in connection with, or under a 
contract, except to the extent rights are reserved or determined by 
the contract provisions” might be expedient. 

Representative Cole at the last session of the Congress introduced 
H.R. 600, subsequently incorporated in H.R. 5694. The AFC posi- 
tion was that the changes proposed in section 152 might be helpful 
to clarify the definitions by eliminating “arrangements and relation- 
ships,” but substituting ‘contracts and subcontracts, expressed or 
implied’? might add ambiguities. The AEC recommended deletion 
of the phrase ‘‘express or implied,” as the expression ‘‘implied’’ con- 
tracts might add as much confusion as it was hoped it would eliminate. 

The AEC also recommended that there should be added after 
subcontracts the phrase ‘‘entered into with the Commission or for the 
benefit of the Commission,” as the AEC did not itself negotiate sub- 
contracts. 

The statement called for under present section 152 requires that 
applicants state the full facts surrounding the making or conception 
of the invention. What constitutes the full facts is up to the Com- 
missioner of Patents to determine. The more complete and detailed 
the information submitted to the Commissioner of Patents, the less 
chance there is that the AEC will request additional information, or 
that the AEC will file a directive. 

The applicant should consider, in submitting the statement, what 
facts he would desire if the determination were to be made by him. 
Has section 152 served a useful purpose? 

The first. information received by the Commission as respects some 
20 inventions made under various contracts was when the Commis- 
sioner of Patents referred the applications to the AEC with the state- 
ments when the applications were otherwise in condition for allowance. 
The contract provisions provide for the prompt reporting of inventions. 
In these instances, the contractor had not reported the invention al- 
though the patent applications had been on file over a year. In these 
20 instances, the matter was settled upon inquiry of the contractor, 
and only in two instances has the AEC filed a directive under section 
152. 

Section 155 was apparently incorporated to make available for 
use by the Patent Office the voluminous technical information that 
was under secrecy at the time of passage of the 1954 act. It was 
provided that secret information should be used to bar a patent the 
same as if public. The position of the Patent Office as respects this 
section is not clear. If interpreted to be authority to permit use of 
secret knowledge or use in the same sense as “known or used”’ under 
section 102(a) of title 35 United States Code, it means that official 
secrecy does not vitiate against the use of such data by the Patent 
Office. In fact, private undisclosed use, that is secret private use, 
has or employable to defeat a patent unless the use was experi- 
mental. 

Representative Cole proposed an amendment in H.R. 600, incor- 
porated in H.R. 5694, to limit the use to Technical Information 
Service publications. However, as pointed out in the Commission 
eomments on H.R. 5694, Omnibus bill containing the provisions of 
H.R. 600, other publications by the Commission and its contractors 
were as authentic as Technical Information Service publications. 
Patent applications on file were even more provable as to dates, and 
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actual reduction to practice, although secret, were likewise equally 
provable and these should all be employable, so that the proposed 
restriction might not be deemed as preferable as the present language. 

The Commission has followed a policy of according nonexclusive 
licenses to all citizens upon request, and has granted over 700 licenses 
on the 1,450-odd patents owned by the Commission. 

The AEC regulations governing the issuance of licenses under sec- 
tion 156 are set forth in part 81 of 10 CFR. What is the benefit of 
such licensing over an outright dedication? 

It has been expressed by several small companies that the reasons 
they secure licenses are to mark a product “patented.’’ Others have 
said that if they get a license they have certain psychological advant- 
ages in marketing and will not be criticized by some other agency or 
party for operating in violation of patented rights. While all of this 
could be said to be of nebulous value, the according of licenses is 
following the established practice in dealing with patented subject 
matter, and why therefore do something different in this respect by 
virtue of Government ownership? 

It is well established that foreign governments and their agencies 
license, often for royalties, and sometimes even grant exclusive licenses. 

The Commission has authority under sections 161(g) and 156 to 
sell, license, and dispose of patents owned by the Commission. Should 
the Commission grant nonexclusive licenses on a royalty basis or grant 
exclusive licenses? 

There would be problems involved in any such undertaking, but if 
a flat percentage royalty charge were made for all, or if exclusive 
limited licenses were granted after advertisement on the best terms 
to the Government, possibly the U.S. Government could be as effec- 
tive in recoupment as the foreign governments have been not only 
in their own countries but in foreign countries. 

The system for royalties, just compensation, and awards provided 
in section 157 has been rather completely and comprehensively dis- 
cussed in various journals and articles. The Patent Compensation 
Board procedures are set forth in regulations part 80 of title 10, Code 
of Federal Regulations. The decisions of the Board have been pub- 
lished in the U.S. Patent Quarterly. Notice of the filing of claims 
is published in the Federal Register. 

Briefly, the royalty and compensation provisions are similar to the 
relief in the Court of Claims or district courts. The award system 
under section 157b(3) is a limited and restricted system for special 
types of awards. There are two classes of awards established by 
section 157b(3). The first sentence establishes an award which is 
not an ex gratis award or honorarium, but one as to which all defenses 
available in an infringement action are employable, section 157c, 
and which is subject to judicial review as a matter of right, section 
189b. The second sentence provides for the meritorious award which 
is now generally referred to as the Fermi Award. This is an 
honorarium. 

This résumé of the sections of the Atomic Energy Acts concludes 
the presentation of status of the patent sections of the Atomic Energy 
Act of 1954 and the objectives of the present patent policies.and 
practices of the Commission thereunder. 
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Mr. Dramonp. Thank you,’ Mr. Anderson. 

At this point I am going to depart from our agenda and call upon 
Mr. Ooms of the Commission’s Patent Advisory Panel, and ask him 
to say a few words about the Panel, just what its goal is and also why 
we have called upon the Panel to have their members attend this 
meeting. 

Mr. Ooms. Thank you, Mr. Diamond. 

Gentlemen, I am very much pleased to have a chance to say why 
we are here. We are not representing anybody, but we have been 
asked by the Commission to come and to listen to every comment 
and direction that is suggested here, and to finally give the Commis- 
sion, at the conclusion of this hearing, in the submission of any com- 
ments that industry want to make, an unbiased and objective opinion 
as to what should be done under the circumstances. 

As you may recall, Mr. Dienner and I have been with the Patent 
Advisory Panel since it was created in 1947, right after the 1946 act. 
If any apology is needed, we did not write the 1946 act. It was a fine 
piece of draftsmanship. We did write something in 1947 and that 
was a report on the patent activities up to that time of the Manhattan 
District and its predecessor, the OSRD special project, and what was 
known as the l-year operation of the Commission, and that report 
was distributed at the Cleveland meeting of the American Bar Asso- 
ciation in 1947. It created some comment. 

The difficulty at that time was really formulating the policy in this 
field was that all of us were working more or less in the dark. Nobody 
really knew what the potentialities of this business were. Everybody 
thought it was a secret and could be maintained as a Government 
monopoly and had to be maintained as a Government monopoly for 
an unmeasured time to come. 

Since that time there have been a great number of changes, as 
everybody knows. The secret has disappeared. Classification has 
been reduced to almost an absolute minimum. There has been a 
very active participation by industry, some of it a little more optimistic 
than the facts apparently warranted, and now we have this tre- 
mendous international movement both by industry and the Govern- 
ment with, strangely enough, in addition to all the foreign governments 
taking active patent programs in this field, three international 
agencies, Euratom, the IAEA, each of them having statutes or con- 
stitutions with patents provisions in them. 

I read in the paper this morning that Mr. Cole read that the IAEA 
will set up its own research laboratory very soon. There has been 
far more intimate interest in it by industry than anybody might have 
appreciated 10 years ago. 

We are here in a completely independent role. I think some people 
think I am somewhat biased. If so, I have had a long and intimate 
connection with American industry, so if I have any bias, charge it to 
that, but I am sure you are going to get an independent provisional 
report from this group. 

What the Commission will do with it, of course, will be up to the 
Commission. 

There are several things that everybody must bear in mind. low- 
ever, when you attack a policy as fundamental and of as wide interest 
as the patent policy is in this field, that is, the Commission has 
absolutely no free hand. Congress has absolutely no free hand. What 
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you have here is a very complex problem in which Congress has to 
attempt to work out a satisfactory statute. If you think they don’t 
have their troubles working out among themselves a satisfactory 
statute, let me tell you my own experience when the 1954 act was 
drafted. 

I was asked to appear on behalf of the President’s bill. I appeared 
in executive session with the Joint Committee, and I discussed with 
them the whole field of patents in an attempt to give them some 
elementary understanding of what you could really do with patents 
and what they meant in this field and why the provisions of the 
President’s bill, as worked out by the Commission, were desirable. 

I was damned by Cole because I was too far one-sided, and I was 
damned by Holifield because I was too far on the other. Fortunately, 
the remarks have never been published. The statute came out of that, 
and I want to tell you again that none of us here at this table wrote 
that statute. 

However, when you get beyond Congress, when they create the 
provision, and 153 and 155 simply thrown in, then you get into two 
administrative areas over in the Patent Office, and then I don’t know 
how happy you are with how the Patent Office is handling patent 
applications over in this field jurisdiction—and then you have the 
Patent Office over here in AEC. 

AEC can control that one area administratively. It can make 
recommendations to Congress on the statutory side. It can probably 
have some persuasive effect on the Commissioner of Patents on how 
he handles the problems, but please bear in mind there are all of these 
difficulties and we are going to just sit by and try to referee. 

Mr. Diamonp. Thank you very much, Mr. Ooms. 

The next speaker on the agenda is Mr. Harold Silver, general patent 
attorney for Allis-Chalmers Manufacturing Co., whose subject is 
recognition of private patent rights by the Government and waivers 
under section 152. 

Mr. Sitver. My name is Harold S. Silver. I am general attorney 
for Allis-Chalmers Manufacturing Co. which is active in nuclear power 
research and development. However, I am here not representing 
Allis-Chalmers, but as a private citizen and attorney of 25 years’ 
experience. 

My comments will be confined to certain undesirable effects of the 
Commission’s present patent program on manufacturers who under- 
take AEC research and development projects. 

The average manufacturer, when he becomes an AEC contractor, 
continues business as usual. To meet private competition, he con- 
tinues to spend money each year developing new products and im- 
proving the old. Normally, his engineers and sales force propose more 
development programs than he can possibly afford. A choice has to 
be made as to which programs to underwrite and which not to. 
Prudent judgment tells him to adopt projects which will be most 
profitable for the company either on a short-term or long-term basis. 

Once adopted, a project does not automatically continue to com- 
pletion. It is periodically evaluated to determine whether it shows 
enough promise to warrant further expenditures. At these times 
possible patent protection becomes an important consideration. If 
patents can be obtained, both here and abroad, the chances are good 
that the manufacturer will be marketing an exclusive product for a 
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period sufficient to pay for the development costs and make a profit. 
On the other hand, the absence of patent protection may decide him 
to abandon the project or releagte it to a minor role. 

This briefly describes the course of development programs in a 
manufacturing plant in a normal year. A manufacturer is constantly 
embarking on new projects and dropping unprofitable ones. He is 
continually putting his best idea men to work on those projects which 
appear most promising and offer the best return on the investment, 

Now, let that manufacturer become an AEC contractor on a re- 
search and development project. He wants to do a superior job so 
he assigns a number of his best idea men to the Government work. 
These men are selected because they have the experience and capabil- 
ities to solve the problems presented. In the course of their work and 
because of their coleumane and familiarity with the manufacturer’s 
products, they make inventions applicable to the manufacturer’s 
goods. Under the usual type of private commercial contract for re- 
search and development, the title to these inventions would remain 
in the manufacturer. But at this point the Commission’s patent 
policy, as usually written into the contract, operates to deprive the 
manufacturer of the exclusive rights in these inventions in the very 
area in which the Commission has encouraged the manufacturer to 
enter, namely, the nuclear power field. 

Vesting the title in the Government to the inventions made in the 
course of a research and development contract is not without logic 
when applied to contracts made with educational or commercial re- 
search laboratories who make and sell no manufactured product. 
But when a manufacturer who makes his bread and butter making 
and selling commercial products does governmental research and de- 
velopment in his own commercial backyard, such vesting is inequitable. 
It ignores the realities of commercial life because it conveniently over- 
looks the fact that the Government is never willing to pay for what 
the title to these inventions is worth. 

The engineering, research, and manufacturing knowledge that an 
experienced manufacturer places at the disposal of the Commission 
under a research and development contract far exceeds the price paid 
by the Government. And it transcends the period of the contract 
because it includes experience prior to the contract paid for with 

rivate funds. The thinking of a manufacturer’s idea men is not 
imited by space or time, but cuts across contracts and artificial 
organizational boundaries. When the Commission exerts its superior 
bargaining position to strip the manufacturer of exclusive patent rights 
in the very field he has contracted to investigate, it does him a grave 
injustice, and in the long run discourages private investment in the 
nuclear power industry. 

If a manufacturer puts his best idea men to work in other fields 
developing commercially salable products knowing that he retains 
the patent rights in their inventions, what incentive is there to him 
to enter the nuclear power field where his competitors are free to copy 
his designs at no expense to themselves? 

It is folly to exempt the nuclear power business from the operation 
of our constitutionally derived patent system. The Commission, I 
realize, must operate within the framework of the act of 1954, but even 
within that framework it is authorized great discretion. The public 
has nothing to lose and everything to gain from a Commission patent 
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program which encourages business to spend its own money to develop 
and market new products embodying inventions made by contractors 
while fulfilling AEC contracts. 

I therefore urge the Commission to waive claim to title to inventions, 
other than weapons covered by section 151, useful in the production or 
utilization of special nuclear material or atomic energy made or 
conceived under any contract, as the Commission is authorized to do 
under section 152 of the Act of 1954. Such waiver will not prejudice 
the Commission’s right to a paid-up, nonexclusive license to practice 
such inventions for governmental purposes. 

I also urge the Commission, in accepting such paid-up nonexclusive 
licenses, to do so with the understanding that use for governmental 
purposes specifically excludes furnishing services and supplies to the 
general public in commercial competition with the contractor or its 
licensees. 

Such a patent program, if adopted by the Commission, will make 
full use of our patent system to furnish incentive for industrial devel- 
opment and growth which are so essential to full employment and the 
Nation’s welfare. 

Mr. Dramonp. Thank you, Mr. Silver. 

As I understand your suggestion, Mr. Silver, it is that the Com- 
mission waive in blanket form its rights to any inventions that would 
be made because of the contract, and this would be done pursuant to 
section 152. It would be a general waiver under section 152. Its 
effect would be negating section 152? 

Mr. Stiver. I believe that would be desirable. That was not my 
particular point that I made. I did not go that far. 

I believe that it is desirable that the Commission waive such rights 
as it might obtain under contracts with contractors for research and 
development as would permit the Commission to put the contractor’s 
competitors into commercial competition with the contractor, merely 
accepting rights for governmental purposes and not permitting a 
contractor’s competitors to obtain rights which would put them into 
commercial competition with a contractor in his own commercial 
back yard. 

Mr. Diamonp. I would like to seek clarification on whether or not 
this would be a specific waiver in each contract or would it be a general 
waiver to apply to all contracts? 

Mr. Stiver. | think it could well be a policy that would apply to all 
contracts. 

Mr. Dramonp. The next speaker is Mr. Anthony Cennamo, patent 
counsel of the Industrial Nucleonics Corp. His subject is ‘The 
Effect of AEC Patent Program on Utilization of Byproducts.” 

Mr. Crennamo. Pursuant to the notice of review of the atomic 
energy patent program by the U.S. Atomic Energy Commission, the 
following comments on “The Effects of the Atomic Energy Com- 
mission’s Patent Program on the Commercial Utilization of By- 
product Material” are submitted on behalf of the Industrial Nucleonics 
Corp. 

I. BACKGROUND 


The successful advancement and control of atomic energy and its 
uses under the Atomic Energy Act of 1954 may be considered generally 
as composed of three aspects: (a) military utilization; (b) power; and 
(c) other commercial utilization of radiosotopes. 
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In the category of military utilization the Commission, by under- 
standable necessity, has retained a complete monopoly and full con- 
trol over all phases, including the developments of others. 

In the power field the Commission has maintained an active and 
vigorous program to encourage the development and construction by 
private organizations of atomic reactors for power purposes primarily 
through the underwriting of a very large proportion of the cost. 

In the class of industrial, medical, and research uses of radioactive 
materials, the Commission has promoted progress by the licensing of 
users and through the widespread dissemination of restricted data to 
American industry. However, except for certain Department of 
Defense research, such as the Army Quartermaster Corps’ food pres- 
ervation program, developments in this category have been by private 
enterprise with, comparatively speaking, virtually no financial backing 
from the Government. 


II. HISTORY OF INDUSTRIAL CONTROLS 


The widespread use of radioisotopes during the last 10 years has been the first 
extensive civilian and industrial application of atomic energy (“‘Atomic Energy 
Facts”—U.S. Atomic Energy Commission, ch. IX, ‘‘Radioisotopes’’). 


A number of private companies have an established industrial and 
patent position in the commercial utilization of atomic energy. These 
companies commenced operations by developing industrial controls 
from technology available to the public. Industrial Nucleonics 
Corp., of Columbus, Ohio, is a typical area These companies 

e 


have demonstrated to the public their use of the atom through the 
application of their equipment to the industrial processes and have 
promoted their technology with its potential economic benefits to the 
users. The savings to industry from the use of radioisotopes has 
been estimated at $300 million to $500 million during 1957. 


III. FUTURE ATOMIC ENERGY PROGRAM 


Since many companies have dedicated themselves to promoting the 
widest possible uses and benefits to the industrial and research uses of 
radioisotopes, it is not difficult for them to visualize that the Com- 
mission’s role in the very near future will be more greatly emphasized 
in this aspect of the program. 

From a public interest and good-will standpoint, for both the Atomic 
Energy Commission and private industry, the exploitation of the atom 
in a manner that most closely and directly affects the public would 
seem to be a matter of necessity. The means for effectively gainin 
public acceptance of atomic energy can be most expediently an 
NpsepeerPy carried out by those with the present know-how and 
ability. 


IV. REVIEW OF PATENT SECTIONS OF ATOMIC ENERGY ACT OF 1954 


It is respectfully submitted that the following sections be rewritten 
while taking into consideration the accompanying comments. 

A. Section 152: This section of the act gives the Commission title 
to any invention or discovery useful in the production or utilization 
of atomic energy if they are— 
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made or conceived under any contract, subcontract, arrangement or other rela- 
tionship with the Commission, regardless of whether the contract or arrangement 
involved the expenditure of funds by the Commission. 


In retrospect, it now appears that perhaps in the military program 
and in those nonmilitary instances where available private capital 
is insufficient to the developments for the public interest, the Com- 
mission may be justified in retaining a stringent patent program. 
However, the granting of a complete patent monopoly to the Com- 
mission on inventions relating to the commercial application of atomic 
energy by contractors that have an established industrial and patent 
position, and which positions were acquired without either govern- 
mentally created incentive or financial assistance, is not believed to 
be warranted. 

The Commission has recognized the industrial and patent position 
of the contractor in the field of work of the contract in setting forth 
its policies and practices relative to contract patent clauses. None- 
theless, even type C clause, the most liberal, does not permit the reten- 
tion by the contractor of commercial patent rights to inventions 
relating to the use or utilization of atomic energy. This clause does 
not distinguish between industries that acquired their position by 
prior contract and those industries that acquired their position on 
their own behalf. 

This section of the act, as well as future policies and practices of 
the Commission, should permit the contractor that had an established 
industrial and patent position prior to entering into the contract to 
retain the commercial rights to all inventions made from routine 
development or production work. A strong line of distinction be- 


tween complete assistance and mere furtherance of the atomic energy 
program should be drawn. 
The on of affidavits required by section 152 is believed to be an 


unreasonable burden placed on the patentee. As pointed out above, 
the development of commercial products utilizing radioisotopes has 
been by private capital and not through Commission funds. Most 
companies in this field have had no contracts with the Commission 
or perhaps only incidental subcontracts for minor sums. None- 
theless, every patent application relating to the use of atomic energy 
must be accompanied by an affidavit setting forth all facts surround- 
ing the making of the invention, the primary purpose, of course, to 
determine what, if any, public interest there is in the invention. 

As patent attorneys, we are all familiar with the amount of labor 
involved in filing rule 131 affidavits and the costly and time-consum- 
ing burden of obtaining information for purposes of interference. 
This section of the act has compounded this burden. The necessity 
of requiring such a detailed history of every invention relating to 
atomic energy, therefore, by those companies having no contractual 
ee with the Commission is neither appreciated nor under- 
stood. 

In summary of section 152, it is submitted that the developers of 
commercial uses of radioisotopes should be permitted to become AEC 
contractors without having to grant to the public that which had 
found its basis through private funds. In other words, the granting 
to the Commission of any more than what is required of contractors 
of other Government agencies is not warranted. 

On the other hand, if the developers of commercial uses of radio- 
isotopes has not and will not become AEC contractors, then these 
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companies should be relieved of the burdens, such as the filing of 
affidavits, normally required of contractors. 

B. Section 153: This section of the act provides for the compulsory 
licensing of patents in the field of atomic energy. Even though past 
history tells us that the prerogative of the Atomic Energy Commission 
to grant a compulsory license has not been exercised, this section, 
nonetheless, is of extreme concern to those industries competing with 
commercial products utilizing radioactive material. 

Basically, the commercial utilization of atomic energy has three 
phases: (a) development; (6) manufacturing; and (c) marketing. 

The pioneering or basic developments are no longer available for 
patenting even though atomic energy may yet be in its infancy. 
Consequently, any developments that may be made in this field will 
be limited to a particular commercial application. If the monopoly 
relative to this particular commercial application is broken, the 
returns from the developments may be lost. 

In the manufacturing of commercial devices incorporating radio- 
active material, it is the know-how of one corporation over its com- 
petitors that determines which company’s products will be sold. 
Patents provide a reasonable amount of patent protection for that 
know-how. Again compulsory licensing leaves the more ingenious 
manufacturers without their competitive advantage. 

In the field of marketing, it can be shown that the greatest return 
lies in the first years of the sale of a new product. After the product 
has been marketed for a time, competition not only lowers the sale 
potential, but the company’s reward for providing the public with 
new and better products is diminished relative to that particular item. 
This, of course, will occur in every instance where a patent can offer 
no protection against competitors after the initial years of sale. 

Lastly, of extreme concern to industries in the commercial utiliza- 
tion of radioactive material is their patent licensing programs. Under 
the present program a patentee’s control of his licensing rights are 
constantly in jeopardy. Since there is the probability that a license 
to a competitor may be required, the granting of an exclusive license 
and the complete control by the patent holder of the disposition of 
its patents is not possible under this action. 


Vv. CONCLUSIONS 


The Atomic Energy Commission is making a concerted effort to 
bring the immediate benefits of atomic energy to the public, and it 
is acknowledged that the first and most extensive civilian and indus- 
trial application of atomic energy has been in the widespread use of 
radioisotopes. And the commercial development of the use of 
byproduct material has been without Commission funds. 

In spite of the acceptance of the industrial uses of radioisotopes, 
the sections relating to patents in the Atomic Energy Act of 1954 are 
directed to military applications and to AEC contractors. 

The companies in the marketing of products utilizing atomic energy 
are endeavoring to improve the benehte to the public; similarly, the 
Commission is endeavoring to improve the benefits to the public, 
but yet, these companies and the Commission have assumed contra- 
dictory positions. The companies are refraining in every manner, 
because of competition, from making useful information public, 
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whereas the Commission is making efforts to disseminate information 
to the public. The reason for this difference in position is that the 
present patent laws do not provide that measure of protection 
normally incident to a patent. 

It is urged, therefore, that the Atomic Energy Commission submit 
patent legislation to Congress rectifying the inequities to the commer- 
cial developers of the use of byproduct material. 

Mr. Diamonp. Are there any questions that anyone would like to 
address to Mr. Cennamo? 

Mr. Ooms. I understood you to say that there were situations 
where industry had put in all of the money and the AEC nevertheless 
procured the patent rights. Did I misunderstand you? 

Mr. Cennamo. No, sir. 

Let me use a specific example. 

The Industrial Nucleonics Corp. started with private funds, with 
certain individuals with certain know-how. They have developed 
certain products which have wide industrial application. The Indus- 
trial Nucleonics Corp. possesses a great deal of know-how and ability. 
This company would very much like to further the Atomic Energy 
Commission’s program. In other words, they would like to become 
contractors. 

I am not speaking of the present situation. I am speaking of the 
years to come, and I am stating that under the present. patent laws, 
where we are dealing with a hot commercial item where the compe- 
tition is keen, we cannot develop products for our competitors under 
AEC contracts. 

Mr. Anperson. If you had a product, wouldn’t you be selling it? 

Mr. Cennamo. It would be in the development of new products 
that would be of commercial interest. 

Mr. Anprerson. In other words, if we made a contract upon some- 
thing you are selling, assuming we fostered the whole research bill, 
then your position would be that we should acquire nothing more than 
a nonexclusive license? 

Mr. Cennamo. That is correct. 


Mr. Diamonp. The next paper will be presented by}Mr. Richard 
Whiting, of the American Patent Law Association. 

Mr. Wuitine. My name is Richard Whiting and I am here as 
spokesman for the American Patent Law Association. My address is 
1625 I Street NW., Washington, D.C. 

This association is composed of some 2,000 or more members 
engaged in the practice of patent law located throughout the country. 
It is not a local organization only. 

The American Patent Law Association is already on record with the 
Commission as to its general point of view in commenting on pro- 
posed bill H.R. 600. On December 11, the association wrote a letter 
to Hon. Carl T. Durham and I am quite sure a copy came here, stating 
as follows: 


We are of the opinion that all reference to patents should be deleted from the 
Atomic Energy Act of 1954 except those which relate to weapons or to secrecy or 
compensation in the weapon field. 

In the nonweapon field we believe there should be a uniform patent law appli- 
cable to all inventions and that the availability of the benefits of atomic energy to 
the public will be advanced by the enactment of legislation to so provide. 
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We see no justification for having one patent law for atomic energy and another 
for inventions generally. 

That is the end of the quote from the letter of December 11. 

In preparation for the hearing this morning, the matter was referred 
to the Atomic Energy Subcommittee on the committee on legislation 
of the American Patent Law Association. That statement was pre- 
pared and circulated to the legislative committee as a whole and after 
some revision then went before the board of managers of the American 
Law Association. 

This I would like to say, is rather hasty preparation for this meeting 
this morning, but what I propose to do now is to just give you the 
high spots of this report of the subcommittee which has the approval 
of the board of managers. It says: 

A rational approach to atomic energy inventions in this country calls, ideally, 
for elimination of chapter 13 of the Atomic Energy Act of 1954, or at least drastic 
revision of that chapter so as to remove the harmful restrictions which it places 
on that field of technology. 

But there is also much that might be done within the framework of the present 
act to improve the circumstances under which private industry operates with 
respect to inventions in that field. 

hatever may have been the justification in 1946 for treating atomic energy 
inventions as something requiring special treatment, that has long passed. Many 
of the imagined hazards of atomic energy have been dissipated. 

Atomic knowledge abroad has largely kept pace with our own and possibly 
outstripped in some areas. The present atomic energy patent policies no longer 
is a rational approach, for it stifles private capital’s initiative and participation 
in a mushrooming field of development which is and will continue to be of vital 
importance to mankind and to the prosperity of those nations which best exploit it, 

Hence, atomic energy inventions should now be treated like any other inven- 
tions in this country, both patentwise and propertywise. 

So, the first point the committee is making is that chapter 13 in toto 
should be repealed. Its second suggestion is that, short of that, at 
the very least, chapter 13 should be drastically modified so as to 
relax the unique Government. control which now bestrides that field. 

The minimum program which this committee, and this report that 
has the approval of the Board of Managers, proposes for amending 
the present act in the event that you do not see fit to completely 
delete chapter 13 is the following: 

On section 151—confer patentability upon atomic weapons inventions, subject, 

of course, to the operation of the existing secrecy statutes. Clarify the provisions 
as to reporting atomic energy inventions to AEC. 
Now, let me pause there, if I may, to say in the committee work 
on this matter that their conclusions on that point were not entirely 
uniform. There were some dissenters from that point of view who 
felt that atomic energy invention weapons should have special treat- 
ment but the majority view and that held by the Board of Managers 
is that patentability should be conferred on weapons as well as 
anything else. ae 

On section 152—and this is short of appeal of the chapter, the 
suggestion is: 

Handle domestic and foreign rights to inventions made in the course of private 
contractor work in the same manner as done by the Defense Department. That 
is, the Government should have only a nonexclusive royalty-free license for 
governmental purposes with the contractor retaining title to the invention and 
to the commercial rights therein. Such a license is all that is needed in order 
that the public may have full value from the tax money spent in the developing 
of the invention. 
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Furthermore, inventions made as a result of such relationships with AEC as 
the mere renting of AEC facilities or equipment should belong entirely to the 
private developers. 

A former Commissioner of the Patents has called section 152 the most mis- 
chievous provision in the act and its own draftsman has confessed that too much 
was written into it. 


With respect to section 153 the proposal is as follows: 


Eliminate the co~™pulsory licensing system created by this section, a feature 
hitherto unknown i» U.S. patent law except as a penalty in the antitrust field, 
and foreign to our prior patent philosophy. If, initially justified by fear of broad 
monopolies in the hands of a few atomic energy pioneers, the extent to which 
atomic energy development has now spread throughout industry erases that fear. 

At least the present application deadline of September 1, 1959, for including 
patents under this section should not be advanced. 


Now, with respect to section 155: 









































Delete the provisions which permit secret prior knowledge or use to bar the 
patenting of an invention. This is a drastic deviation from the general patent 
statutes, which are grounded upon public disclosure of inventions, whether in 
patent (both prior patents and those sought for new inventions) or in publications, 
or by sale of things embodying inventions, 

At a minimum, only such once secret knowledge or use as has been presented in 
classified material available to AEC contractors generally, should constitute such 
a bar to patenting. 


That concludes the second suggestion. The first is that chapter 13 
be repealed and the second is that if it is not repealed that it be modi- 
fied in these respects, and the third suggestion by the association is 
that there should be a change from the AEC practice under the act as 


an interim measure leading to changes in the act or repeal of the 
chapter. 





















































Pending repeal or modification of chapter 13, there are several steps which 
AEC should take promptly under the present act. Section 151(c): The Atomic 
Energy Commission should make public its interpretation of the language in 
section 151(¢) as to the fields in which invention reports are required and as to 
when such reports are required. 

Section 152: The AEC should make available to the public a full statement of 
its policy rules for determining whether or not it shall waive its claims to con- 
tractors’ inventions. This should include a statement of what types of AEC 
contracts, arrangements, and relationships, and what facts surrounding the making 
of inventions, preclude or favor AEC waiver. 

It should also clearly state what is required of applicants in their affidavits as to 
the invention-surrounding facts. Swifter AEC decisions as to waivers of claims 
should be made, so that applicants may have better opportunity to make the 
decisions which face them when there is waiver; for example, decisions as to filing 
foreign applications. 


The next category is the AEC contracting policy as to taking title. 


Without awaiting the revision of section 152 suggested above, AEC should re- 
vise its contracting policy so as to leave in its contractors the title to their inven- 
tions, reserving to the Government only a nonexclusive license for governmental 
purposes. 


Next, with respect to the filing of patent applications: 


Until such an overall policy change is effected as is suggested in item 7 above, 
AEC should make early determinations as to whether it will file patent applica- 
tions on contractors’ inventions. 

Where it decides not to file domestic or foreign applications, the contractor 
should retain title to the invention and the right to file such applications as it 
wishes, giving the Government only a nonexclusive license for governmental 
purposes. 


That concludes the report of the American Patent Law Associa- 
tion. 
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STATEMENT OF PauL Neuson, Starr Economist oF THE NATIONAL 
Rurat Evectric Cooperative Association, WASHINGTON, D.C. 


Due to a last-minute problem, it will be impossible for me to per- 
sonally attend the AEC patent meeting scheduled for April 15, 1958. 
I would, however, greatly appreciate your acceptance of the document, 
which presents our views on the AEC domestic patent policy, for 
consideration and insertion for the record. 

The National Rural Electric Cooperative Association has long mani- 
fested a deep interest in our atomic energy domestic patent policies. 
This association has a direct economic interest in AEC’s patent poli- 
cies because of their most probable affect on the rate of development 
of atomic power technology and cost of atomic power. 

This association has gone on record supporting the belief that any 
atomic power technology developed through the use of public funds 
should remain in the public domain, with no special pecuniary advan- 
tage accruing to any private interests or firm. 

In like manner, the National Rural Electric Cooperative Association 
believes that atomic energy technology developed through the use of 
private funds and financing, the owner of such patents is, according 
to tradition and law, entitled to just and reasonable monetary com- 
pensation. However, we have consistently held, and continue to do 
so, that proper steps should be taken and maintained to preclude the 
development of monopolistic practices in the nuclear power field 
through the restrictive and exclusive use of patent rights. 

By definition, the granting of a patent carries with it the granting 


of a monopoly privilege, and it is our belief at this time, that such 
practices, if allowed to exist, could seriously stifle the full and most 
efficient development of our nuclear power industry. 

One of the sections of the Atomic Energy Act of 1954 which has gone 
a long way in preventing the monopolization o1 atomic ney tech- 


nology in section 153. Former Attorney General Herbert Brownell 
referred to this section of the Atomic Energy Act as the section which 
enables ‘‘preventative action’ to be taken in an effort to maintain 
competition in this vital and nascent technological field. 

“Preventive action” to maintain competition in this new technologi- 
cal field is maintained, according to Mr. Brownell, because the Atomic 
Energy Commission is authorized to require the cross-licensing of 
privately owned patents when they affect the public interest. 

However, the entire potency of this antimonopoly provision will be 
dissipated because the law calls for the cessation of this provision after 
September 1, 1959. After this date, the public, through the Attorney 
General’s Office will be in a position to take only remedial action 
against the development of monopolization of the atomic energy 
technology, and history is replete with failures and long costly delays 
via this approach. 

NRECA, beginning with the debates on the proposed 1954 atomic 
energy legislation, has continued to oppose the granting of normal 
patent rights where atomic energy technology has been concerned 
and felt at that time, and continue to do so, that a 5-year period of 
compulsory cross-licensing was centrainly too short a period of time 
when one views and analyzes the status and progress of development 
of the atomic arts to date. 
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Our contentions seem to have been borne out when one views the 
rather boastful statement made in 1954, and prior and since, that full 
scale ‘‘discovery and development” of atomic energy technology is 
“just around the corner.” Such prophecies and prognostications have, 
to say the least, been overoptimistic. 

Currently, the consensus appears to be that nuclear plants capable 
of producing energy at costs comparable to conventional plants, even 
in high-cost fuel areas in the United States will not be developed until 
the mid-1960’s. And some hold that even these plants will not be the 
most forward in design, and that significant and sizable improvements 
in design and fabrication will take place following the mid-1960’s. 

Another fact causes us to look at the end of the compulsory cross- 
licensing period with great misgiving and foreboding. It is obvious 
that many areas of atomic energy technology remain to be explored. 
We have just scratched the technological surface in the fission power 


field, and have hardly “gotten our feet wet’’ in the field of controlled 
thermonuclear reactions. 


Since, in general, we are still groping in the dark in the field of 
atomic energy technology, it appears to us that a program of compul- 
sory cross-licensing must be maintained if we are to preclude the 
monopolization of atomic energy technology. 

This point has been well expressed by one of the most qualified 
experts in the field of atomic energy patent law and policy. Mr. 
Casper Ooms, former U.S. Commissioner of Patents, and the Chairman 
of the AEC Patent Compensation Board since its inception in 1949 
stated the problem and solution this way: 


The possibility of the issuance of a single patent on an invention of the scope 
of those made by people like Fermi, Seaborg, or Dunning compels one to face the 
fact that the possibility exists that in this young industry a dominating patent 
may appear which may forbid all competing activity in the area. One can say 
with some assurance that almost any American industry that would procure such 
a patent, or any American citizen that might procure such a patent, would freely 
license it to the industry at large. 

One can say that with assurance, but no positive assurance. It is against the 
eontingency of the appearance of a single dominating patent in the hands of an 
unyielding owner who might refuse to license it and thus handicap the entire 
field of atomic energy activity, that the compulsory licensing provisions of 
atomic energy legislation are designed. 

However remote the contingency, the fact that it exists justifies the creation of 
this reserve power of compulsory licensing to insure that no unnecessary obstacle 
be raised against the bright promise of this great industry. 

Other proponents of compulsory licensing have argued that compulsory licens- 
ing is necessary in order to prevent the creation of a monopoly. The Atomic Act 
of 1954, reflecting these fears, contains special provisions to prevent the creation 
of a monopoly. Any monopoly that might be created as a patent monopoly 
would be legal, and no thrust of antitrust legislation or even the special provisions 
of the Atomic Energy Act would reach it. 

Any monopoly created under a patent is obviously a legal monopoly and not 
within the reach of the antitrust laws, if the patent holder does no more than 
exercise the rights created by the patent. No patent of itself creates an illegal 
monopoly. 

It is only transactions and contracts or the combination of patents which create 
illegal monopolies. The possibility of any single patent arising which may create 
a monopoly in atomic energy because of the peculiarly dominating character of 
the patent may be quite remote but nevertheless sufficiently real that as long as 
apprehension continues that this possibility may be realized, some provision 
should be made for it. 

A properly guarded and restricted provision to permit the Commission to exer- 
cise a reserve power of subjecting any dominating patent to compulsory licensing 
seems at this stage to be a necessary part of atomic energy legislation. The very 
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restricted provision for compulsory licensing which is found in the 1954 act 
accomplishes this purpose. 


And finally, two of the Nation’s leading economists, Walter Adams 
and Horace M. Gray, stated the problem and solution in this manner: 


It should be apparent, then, that the argument that ordinarv patent privileges 
should apply to atomic energy in the same way that they apply to other fields is 
not justified by the facts, at least this time. o say that everybody has an equal 
opportunity to poets inventions and discoveries is misleading and disingenuous. 

t is not equal opportunity to open the door to any and all comers, when some 
are on tne doorstep and others are miles away. It is not enough to define free 
enterprise like the elephant, who, dancing among the chickens, shouted, “It’s 
every man for himself,”’ 

Whether compulsory licensing of patents should be the rule for another 5, 10, 
or 15 years is almost impossible to say at this moment, but the better part of 
wisdom would be to continue compulsory licensing long enough to assure "broad 
participation in the industry and development along competitive, rather than 
monopolistic lines. 

Let the race go to the swift, but only after all contenders have had a chance to 

move up to the starting line. 
The National Rural Electric Cooperative Association has recom- 
mended in the past and continues to do so at this time that the expira- 
tion date for section 153 of the Atomic Energy Act of 1954 be extended 
for a significant time in the future, with periodic review to determine 
whether or not any relaxation or strengthening of the SOP OEY 
cross-licensing is in order. It is our strong hope and desire that the 
AEC will include in any of its recommendations to Congress an agree- 
ment to these facts and sentiments. 


Mr. Mackey. We appreciate this opportunity to comment on the 
Commission’s patent a and consult with the Commission on 


this important area of the atomic energy program. It is our hope 
that there will continue to be opportunities for those interested in 
atomic energy matters to consult with the Commission in the many 
areas of common interest. 

Our statement today is limited to matters considered to be of 
particular significance to those participating in the field of atomic 
energy and amplifies the General Electric Co. comments submitted 
December 17, 1957, in response to the November 19, 1957, notice 
advising of the Commission’s review of its patent program. 

It may be that a basic problem in approaching any discussion of 
patents is that there is confusion as to whether patent rights should 
be treated differently than other property. 

We do not believe so. Patents represent valuable property and 
should be recognized and treated like other forms of valuable property. 

The U.S. patent system provides a climate that warrants the venture 
of funds to finance the introduction into public use of new concepts ~ 
and provides incentive to invest in the search for new technology. 
The patent system operating without the restraints that exist in the 
atomic energy technology. Therefore, it is our view that some of 
the provisions of the Atomic Energy Act of 1954 relating to patent 
matters should be amended. 

However, it has been assumed that this meeting primarily is con- 
cerned with and is intended to be limited to the administration of 
atomic energy patent matters within the framework of existing law. 
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It seems significant that participation in the atomic energy field 
has increased from a few Commission contractors in 1946 to many 
Commission contractors and over 1,400 holders of civilian access 
permits today. Also, there has been significant contribution and 
participation by industry in the form of private financing, facilities, 
and skilled personnel, particularly since the passage of the 1954 act 
The whole complexion of the atomic field has changed since the late 
1940’s; however, in many areas, the published Commission contract 
practices with respect to patents are relatively unchanged. 

Therefore, we are encouraged by the interest in proprietary informa- 
tion and patents which is evidenced by this meeting. 

Areas which seem particularly deserving of special consideration and 
on which I plan to comment briefly are: Commission contract pro- 
cedures and practices, and section 152 of the Atomic Energy Act. 


COMMISSION 





CONTRACT PROCEDURES AND PRACTICES 






A purpose of the Atomic Energy Act of 1954 is to provide for a 
program of conducting, assisting, and fostering research and develop- 
ment in order to encourage maximum scientific and industrial progress. 

In view of the very substantial research and development con- 
ducted under Government contracts, it seems Se important 
that Government contract practices relating to new technology in the 
atomic field accomplish this purpose to the maximum extent “possible. 

We have some question whether present Commission contract 
practices further the public interest and suggest that the Commission 
may wish to review its contracting practices from the point of view of 
whether these practices encourage maximum scientific and industrial 
progress. 

For example, it is submitted that it may not be in the public 
interest for the Government to bargain as a proprietary entity to 
acquire as much nuclear technology as possible for the Government. 

Some areas which we believe should be reviewed include the 
following. 

A, Patent rights—General 

The essential provisions of the Commission contract clauses relating 
to patents and proprietary information were developed during a 
period when private industry was not actively engaged in developing 
peaceful uses of atomic energy. Instead, substantially all work in the 
atomic field was carried out by a few contractors operating under 
great secrecy. 

Accordingly, it was the judgment at that time that the contractor 
should retain no rights to inventions in the atomic field. We submit 
that the changes which have occurred in the atomic field in the last 
decade call for reexamination of Commission practices in this area. 

Under published Commission patent clauses, contractors do not 
retain patent rights in the atomic energy field. While the Commission 
has followed the practice of allowing a contractor to file a patent 
application, when the Commission decides not to file a patent applica 
tion and of gr anting to the contractor nonexclusive rights in the atomic 
field, there is little incentive, in view of the free licenses available under 
Commission-owned patents, to take out U.S. or foreign patents to the 
extent inventions have application in the atomic field. 
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Also, the Commission has not, on many occasions, been sufficiently 
prompt, in advising the contractor whether the Commission will file 
patent applications and in determining the contractor’s rights under 
any patent the contractor may obtain on the invention, to assure 
optimum patent coverage and encourage contractor participation in 
domestic and foreign patent procurement. 

Therefore, we suggest that the Commission consider— 

1. Taking steps to assure early determination as to whether the 
Commission is planning to file patent applications based on Com- 
mission-sponsored inventions and, where the Commission is not going 
to take out patents, make all rights to inventions available to con- 
tractors, reserving for the Government nonexclusive rights for govern- 
mental purposes. This should encourage contractors to obtain 
domestic and foreign patents and appears to reserve for the Govern- 
ment all rights necessary for its purposes. 

2. Revising its patent clauses to provide that the title to inventions 
remains with the contractor and for the grant by the contractor to 
the Government of nonexclusive licenses to practice such inventions 
for governmental purposes. The patent clauses would then be similar 
to those used in Deptrtment of Defense contracts not involving atomic 
energy. This would tend to increase the attractiveness of Commis- 
sion contracts, and would introduce commercial incentive in, the pro- 
curement of effective patent protection while protecting Government 
interests, both domestic and foreign. Also, private investment in 
promising concepts resulting from Government contracts would be 
encouraged and more rapid development of nuclear technology should 
result. 


B. Patent rights—Foreign 


Adequate foreign-patent coverage has been considered essential for 
U.S. industry to compete effectively in foreign countries particularly 
in view of the higher manufacturing, transportation, and other costs 
which must be borne by U.S. industry attempting to market its 
products in foreign countries. Privately owned patents in other fields 
have helped assure freedom to market products in foreign countries 
and have been useful in obtaining satisfactory licenses under foreign- 
owned patents. 

An inquiry into the adequacy of foreign-patent coverage on atomic 
inventions seems particularly significant in view of the potential 
foreign market for atomic products and the importance of U.S. par- 
ticipation in this market. Also, recent investigations of foreign patents 
in the atomic field seem to indicate a need for increased activity to 
protect U.S. interests. 

Since a substantial amount of research and development in the 
atomic field is sponsored by the Government, adequate foreign patent 
protection of the results of this research and development is expected 
to be a contributing factor to the ability of the U.S. atomic industry 
to effectively market its products in foreign markets. 

However, as has been pointed out, present contract practices dis- 
courage filing of foreign patent applications by contractors, since 
there is no opportunity to recover the cost of such filing to the extent 
that the invention is valuable in the atomic field. Thus, the Com- 
mission has filed most of the foreign patent applications based on 
nuclear technology resulting from Government contracts. 





158 ATOMIC ENERGY PATENTS 


It would seem worthwhile to consider whether the very limited 
number of Government-owned foreign patents that are and can be 
expected under present contract practices further the national interests 
to the extent that these interests would be furthered by encouraging 
Government contractors to file foreign patent applications for atomic 
energy inventions. 

It is believed that the most effective foreign patent coverage can be 
realized by encouraging contractors to file foreign patent applications. 
This might be accomplished by providing that the contractor retains 
title to the invention and any patents Visio on the invention and 
grants nonexclusive rights to the Government for governmental 
purposes. These rights should help justify the speculative costs of 
obtaining and maintaining foreign patents and should at least assure 
the possibility of recovering these costs through licensing. 

Short of this preceding suggestion and to the extent contractors do 
not file foreign patent applications, it is suggested that: 

1. The Commission consider early publication of technical develop- 
ments as a device for minimizing the possibility that U.S. nationals 
will not be free to operate in foreign markets because of adversely 
held patents. ' cae 

2. Pending the results of the suggested consideration of publication 
of technical developments and to the extent that publication would 
not be effective in some countries: ; 

(a) The Commission program of taking out foreign patents on 
Commission-sponsored developments should be stepped up and, 

(6) Where the Commission elects not to file foreign patent 
applications, the contractor should be permitted to obtain foreign 
patents and be granted all rights under any such patents, reserv- 
ing for the Government nonexclusive rights for governmental 
purposes. This would help justify the speculative costs of obtain- 
ing and maintaining such patents. 


C. Other contracts practices 


1. Background rights —There have been instances where the Com- 
mission has requested and obtained extremely broad background 
rights to patents and technica] know-how which shall or can be 
utilized in the performance of the contract, regardless of whether 
such patents:and know-how were developed under the contract. 

Background technology is an essential part of a contractor’s com- 
petitive.position and erosion of this position by Government acquisi- 
tion of background rights which can then be made available to a 
contractor’s competitors does not appear to be in the public interest. 

In those rare instances where the Government has a real need for 
background rights, for example, to establish alternate sources of 
supply for purposes of assuring the national security, it would seem 
that careful consideration should be given to establishing a policy 
of negotiating for and compensating the contractor for the use of 
such background technology as a separate item. 

Also, many Commission contract clauses relating to technical data 
fail to provide for recognition of technical data owned by the con- 
tractor. i 9 : 

Therefore, a review of Commission policies and practices relating 
to technical data seems to be indicated. — +6 

2. Recognition of patent rights —There is statutory provision for a 
patentee to recover from the Government for the use of his invention 
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in the performance of a Government contract. However, many 
patentees cannot file a claim even though the patented -invention is 
used, since the security restrictions surrounding Commission financed 
work often preclude the patentee from knowing that his patented 
invention has been or is being used. The Commission is not:known to 
make a practice of determining whether the patent rights of others 
may be violated by a contractor’s design. 

herefore, the rights of many patentees may be violated by the 
contractor in the performance of Commission contracts. The con- 
tractor may not be legally responsible. But isn’t there a further 
question of responsibility? Should not the Commission encourage 
the recognition of patent rights of others? 

Two sections of the Atomic Energy Act of 1954 have proven 
particularly troublesome to those participating in the atomic field. 

These are: 

Section 151: Section 151(c) of the Atomic Energy Act of 1954 
requires any person who makes any invention or discovery useful in 
the production or utilization of special nuclear material or atomic 
energy to report the invention to the Commission within 90 days 
after completion of the invention or 90 days after the person first 
discovers or first has reason to believe that the invention or dis- 
covery is useful in the production or utilization of atomic energy. 

It is not clear from the act what is meant by “useful in the produc- 
tion of * * * atomic energy” and ‘completion of such invention.”’ 
The result of failure to comply with this section is not clear. Also, 
it is not clear what use the Commission intends to or may make of 
reports submitted under this section. 

Therefore, the uncertainty as to the interpretation of section 151 (c) 
and the Commission practices under this section make it difficult for 
one to know when he has complied with the section. 

This uncertainty might be minimized by the publication of a 
Commission interpretation of section 151(c) and a statement of the 
procedures followed by the Commission in handling reports:submitted 
under section 151(c). 

Section 152: Section 152 of the Atomic Energy Act of 1954 provides 
that any invention or discovery useful in the production or utilization 
of atomic energy, made under any contract, arrangement or other 
relationship with the Commission, regardless of whether Government 
funds were expended, shall be deemed to have been made by the 
Commission, except that the Commission may waive its claim, and 
also provides for an affidavit, by the applicant for a patent, setting 
forth the facts surrounding the making of the invention. If the 
affidavit is insufficient, the Commission may direct the Commissioner 
of Patents to issue the patent to the Commission. 

The Commission seldom waives any claim under section 152 until 
the patent covering an invention is ready to issue. In order to obtain 
the Senalitn of the international convention, an inventor usually must 
file patent applications in foreign countries before the Commission 
acts under section 152. Thus, the inventor may, at considerable 
expense, obtain a foreign patent and then find bis rights to the in- 
vention challenged. Fore*gn patents are always a speculation. The 
present administration of section 152 increases the risk. 

The Commission has not stated precisely what statement of facts 
will be sufficient to assure rights to inventions covered by section 152. 
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Certainly to the extent that investments are made in anticipation of 
developing proprietary atomic energy technology protected by do- 
mestic and foreign patents, this section and the Commission’s present 
administration of this section tend to discourage such investment. 

In connection with the administration of section 152, the Com- 
mission might: 

1. Consider what relationship will form a basis for asserting rights 
under section 152 and as a result of such consideration issue additional 
blanket waivers in areas affected by section 152. For example, the 
Commission might make it clear that where inventions are made under 
a Government contract, the contract provisions are the sole basis for 
determining rights to the invention. 

2. Make early decisions as to waiving any claim under section 152. 
The risk of the Commission not knowing the precise scope of the 
invention involved, because claims in the patent applications have 
not been allowed, would seem to be outweighed by the encovragement 
of investment, both domestic and foreign, in the atomic field that 
would result from prompt Commission action. 

3. In connection with 2 above, state precisely what is required to be 
included in affidavits so that inventors can accumulate and retain all 
information necessary for such affidavits. As a possible approach, 
the Commission might, when notified of patent applications by the 
Commissioner of Patents under section 151(d), waive its claim under 
section 152 or request an affidavit. The inventor could then submit 
an affidavit and request a prompt decision by the Commission. 

We have commented on several aspects of the Commission’s con- 
tract practices and the Commission’s administration of patent sections 
of the Atomic Energy Act of 1954 which are believed to have a signifi- 
cant impact on scientific and industrial progress in the field of atomic 
energy. It is our sincere hope that these comments will be helpful 
to the Commission in the review of its patent program. 

Mr. Dtamonp. Mr. Mackey, I have a few questions I would like 
to ask you. 

First, about how many contracts does General Electric have with 
the Commission where General Electric is fully reimbursed for per- 
forming the work? 

Mr. Mackey. We have it in terms of cost contracts, and that is on 
the order of four or five. 

Mr. Dramonp. What would that run into in costs in dollars? 

Mr. Mackey. I would hesitate to make a figure since I do not have 
those figures in mind. 

Mr. Diamonp. Do you have any idea how many inventions have 
been made under these contracts and how many patents have been 
applied for? 

Mr. Mackey. I have a fair feeling about it, but Mr. Anderson could 
probably make a better statement on that. 

I hesitate to try to quote figures on this when I don’t have them 
right at hand. 

Mr. Dtamonp. Is it over 100, or 200 applications that have been 
field 

Mr. Mackey. I am getting into an area where Mr. Anderson 
disagrees with me. I would hesitate to comment on that. 

Mr. DramMonp. It would certainly be over 100? 

Mr. Mackey. Yes. 
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Mr. Diamonp. You would propose in all of these cases the Govern- 
ment would end up with all the rights for governmental purposes only 
and none of the competitors of General Electric would have any rights? 

Mr. Mackey. Not at the General Electric’s expense. 


Mr. Moore. My name is W. T. Moore and I am manager of the 
Atomic Energy Division of the Babcock & Wileox Co. My company 
has manufactured and sold equipment and products to the power 
industry for more than 75 years. This includes steam generators, 
pressure vessels, heat exchangers, tubes, and special refractories. 

B. & W. has participated in the atomic energy development since 
the Manhattan project and since 1953 has offered to build and sell 
nuclear reactors. Presently, we have a contract with Consolidated 
Edison Co. of New York for a large power reactor and with the 
Atomic Energy Commission for a reactor for the N.S. Savannah, the 
first nuclear merchant ship. We have built or are building several 
research reactors. Additionally, we are engaged by the AEC to 
design, build and operate a liquid metal fuel reactor experiment. 

I am appearing here today accompanied by R. T. Bryan, an at- 
torney in our patent department, to present the views of the Babcock 
& Wilcox Co. on the effect that the AEC patent policy has on a 
manufacturer of power reactor equipment and to amplify my letter 
of December 19, 1957, to the Commission on that subject. Mr. Bryan 
and I will endeavor to answer any questions that may arise either 
during my presentation of these views or afterwards. 

My company is of the opinion that the contracting policy of the 
AEC largely excludes the benefits of the U.S. patent system from the 
atomic energy field. Our discussion does not apply to the weapons 
program as we are in agreement with these provi.ions of the act, nor 
with those other relatively narrow areas of the atomic energy field in 
which national security is involved. 

In the power equipment business, other than atomic energy, a 
customer usually presents the manufacturer with a functional speci- 
fication and requests quotation of a fixed price for supplying the 
equipment. The manufacturer designs a piece of equipment to meet 
these specifications, estimates his price and submits it to the customer. 

The bargain is struck when the customer obtains a price from the 
manufacturer that represents, to him, a fair price for the equipment. 
I emphasize that in these arrangements he purchases designed equip- 
ment and not rights to contractor inventions embodied in the equip- 
ment. 

The manufacturer is in business to supply such equipment at a profit, 
but in the first of a kind he may encounter a loss either due to lack of 
full appreciation of the problems involved or purposely to give his 
first customer an attractive price. The manufacturer is confident 
that he can produce a quality product that will be saleable to others. 
The initial losses are expected to be recovered and profits made, on 
the sale of future units. 

This situation exists largely by the operation of the U.S. patent 
system whereby one can obtain the right to exclude others for a period 
of 17 years from copying or otherwise emulating the manufacturer’s 
patented equipment. If the initial customer were to demand the 
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right to reproduce the equipment and also take the inventions made 
in designing the equipment, a manufacturer would be left with 
nothing upon which to found his future business. He would be unable 
to sell future units at a price sufficient to recover his loss and make a 
profit; in competition with the copier who had made no investment 
and who probably could manufacture at similar cost. 

This presentation is confined to the power equipment situation and 
does not apply with the same force to multiple unit production oper- 
ations where profit is largely a function of the production skill of a 
concern. The power equipment manufacturer must carry a large 
engineering staff whose function it is to continually improve the 
product. Engineering is a major item in the cost of each piece of 
equipment sold in our industry. 

We believe that the free operation of the U.S. patent system would 
spur manufacturers to attempt different approaches to the various 
basic types of reactors and thus would bring about the rapid advance- 
ment of the technology. This has been traditional in our society and 
this Nation has obtained its great material wealth operating under 
such a patent system. 

Over the years the U.S. patent system has provided the most 
effective means whereby a company of limited financial resources can 
protect the product of its scientific and engineering talents and for 
the period of the patent, make and sell the invention free of compe- 
tition. 

These inventions are usually of the so-called improvement type in 
which the inventor makes an improvement over the general knowledge 
then existing. The patent laws are not concerned with who owned 
or produced such general knowledge, but reward the inventor for his 
particular improvement. Thus the patent system provides a means 
for a small business to compete successfully with larger businesses. 

The patent policy of the AEC, as set forth in the AEC manual in 
chapter 9113 and as we understand it, requires that the AEC obtain 
title to all inventions made in the course of or in connection with any 
AEC contract. This policy was initiated in the period following 
World War II when the United States and its allies still maintained a 
tight shroud of secrecy around the atomic energy program. Except 
for those contractors who were called upon to assist in the Government 
program, private industry had little information upon which to base 
its own technology. 

Since that time through the access program, broader base contract- 
ing, and declassification, a vast bulk at rane on the power 
applications of atomic energy has become freely available to industry. 

o this fund of information industry, by its own efforts and at its own 
expense, has added a great amount of new knowledge. 

In addition, private industry has, over the years, accumulated a 
vast quantity of proprietary technical information in many fields which 
is absolutely necessary to the furtherance of the atomic energy pro- 
gram. Yet the present AEC contract policy gives no recognition 
of the change in the environment or of the proprietary rights of 
private industry in its own technical knowledge. 

Although the contracting policy set forth in the AEC manual chap- 
ter 9113 purports to be the entire patent policy, we have found that 
there are many exceptions, additions and changes which have been 
made to this policy, depending upon the particular negotiating posi- 
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tion of the contractor and circumstances of the contract. The avail- 
ability of any common exceptions, changes or additions and the con- 
ditions under which they will be granted, should be made a part of the 
published patent policy of the Commission, in order that all contrac- 
tors will receive comparable treatment without regard to their nego- 
tiating experience or position. 

Moreover, the nature of the AEC contracting policy is made unclear 
by the lack of a publicly known policy on issuing section 152 waivers. 
Although the power to issue such waivers has existed for more than 
3 years, there has been no official statement by the Commission as to 
the proper circumstances for issuing them. In fact, it appears that 
normally the waiver will not be issued to a party who makes a formal 
contract with the Commission, even when the contract contains a 
negotiated patent-rights clause. 

Since the Commission is in a position at that time to define the scope 
of the work of the contract ia set forth its desired patent rights, no 
contractor should have to operate with the possibility of section 152 
being applied at a future date to negate the terms of the contract. 

It would seem appropriate that the Commission in each of its 
contracts should issue an express written waiver of its rights to any 
inventions except as otherwise specifically provided inthe contract. 

When considering the position of the AEC as the major purchaser of 
equipment, its present contracting policy, the extremely broad lan- 
guage of section 152 which seems to encompass almost any Govern- 
ment relationship, and the limited issuance of section 152 waivers, the 
Commission has been able to get the suppliers of equipment to con- 
tract away their patent rights, thus the AEC has largely removed the 
improvement patent invention from the power reactor business. 

ne of the ultimate effects of a continuance of this patent policy 
would probably be the elimination of small businesses from the power 
program because their limited financial resources will not absorb the 
continuing losses when there is no opportunity to obtain patent 
rights to their own engineering products. The larger companies hav- 
ing a greater financial capability will be able to absorb such losses over 
a longer period. 

The reactor manufacturers realize that the Government has made 
nee will continue to make large investments in the atomic energy 

eld. 

Also, we recognize that most of the basic reactor technology was 
i ay at the Government expense. At the same time, I think it 
well to point out that most of this technology arose out of the very 
great technological background of private industry which was made 
available. 

Our country’s present position in the atomic energy field is due in 
large measure to the skill and training invested in the industrial man- 
power working in the field. Adequate recognition of this fact is 
overdue. 

We understand that this hearing has as one of its purposes, to ex- 
amine the current patent policy and to vechiniineilt what changes 
should be made for the best interests of the Nation. 

Although it may appear that the Government is best protected by 
taking all patent rights in AEC contracts, this would appear to be at 
the expense of carrying a relatively sick industry. At the present 
time power reactors in this country appear in general economically 
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unattractive, and according to current estimates, this situation is 
likely to continue for a while in most areas. Private industry is find- 
ing that the cost of continuing in the development of power applica- 
tions of atomic energy is very high and that large investments must be 
made for protracted periods before there are Tikely to be profits re- 
turned to pay off such investments. 

Industry has already seen examples of companies who have decided 
to withdraw or limit their participation. It is believed that this 
trend will continue, unless the Government finds a way of increasing 
the incentive to private industry 

It is well recognized that the Government is, and will continue to be, 
the principal customer for power reactors. The relative health of the 
atomic industry will, in a large measure, be the direct result of the 
economic incentive gained in the AEC contracts. 

From a financial viewpoint the least expensive incentive would be 
to allow the contractor to retain all the patent rights. This would 
cost nothing in that particular contract and should make it attractive 
to industrial bidders. 

Conversely, if the Government retains the patent rights and uses 
some other form of incentive, it seems obvious that the incentive will 
require more dollars per contract. 

We recognize that there may be occasions where the Government 
wishes to accomplish a basic research and development job, the results 
of which are to be made available to the general public. We believe 
this can best be done by a true employment arrangement. 

For instance, if the job were small enough for one man to do, he 
would be paid a salary and expenses to perform the task. The salary 
includes his profit. If the Government wants to hire a corporation to 
accomplish this task, it seems only right that the corporation should 
be paid a profit fee in addition to its costs. This was the genesis of 
the cost-plus-fixed-fee contract. 

In the recent past, however, the Government has placed certain 
contracts involving research and development on a cost reimbursement 
arrangement in which the companies work without profit, and usually 
at a loss because the Government does not always accept the contrac- 
tors’ views as to what constitutes cost. In this type of contract the 
contractor becomes in effect a partner rather than an employee, with- 
out receiving the rights due a partner. In these contracts it is the 
practice of the AEC to take all patent rights in the atomic energy 
field and to have the contractor also agree to give the Government 
the right to use any of the contractor’s proprietary rights, such as 
patents and know-how, which are used in the contract work. These 
contracts contain no reimbursement for the loss of these proprietary 
rights. 

In view of our above views on the cost reimbursement type con- 
tract, it seems even more unjust that the Government should take 
patents or acquire rights in background information when it is pur- 
chasing equipment on a fixed price contract resulting from competitive 
bidding. This is the situation in our nuclear merchant ship reactor 
contract. 

Inasmuch as the Government is paying a competitively bid price 
for this unit, it is getting a reactor at the lowest price. 

However, the Government also required that we give up our rights 
to inventions made in the course of the contract work and to license 





is 
nd- 
ca- 
be 


re- 


led 
his 
ing 


be, 
the 
the 


be 
uld 
Live 


ses 


will 


ent 
ults 
eve 


_ he 
lary 
n to 
vuld 


s of 


tain 
1ent 
ally 
rac- 

the 
rith- 

the 
ergy 
nent 
h as 
hese 
tary 


con- 
take 
pur- 
itive 
ctor 


price 


ights 
sense 


ATOMIC ENERGY PATENTS 165 


it to use any background proprietary information incorporated in: the 
reactor to be delivered. If a company encounters unexpected’ en- 
gineering and fabrication difficulties it may lose money. Yet without 
owning patent covering the special features arising from our ingenuit 
which are incorporated in the delivered reactor plant, we are in a wach 
poorer competitive position than in our commercial boiler business. 

It has been argued that the Government maintains its present patent 
policy to email those who have been Government contractors from 
obtaining a basic position in the industry. It is my company’s con- 
tention that the reactor technology has now advanced so far that if 
the door were flung open today no one could obtain a basic patent 
position which would preempt to a particular manufacturer a general 
form of reactor. 

For instance, we do not believe it is possible for anyone to obtain 
a patent which would stop others from building pressurized water, 
boiling or nonboiling; sodium cooled graphite moderated; aqueous 
homogeneous or a liquid metal fuel homogeneous reactor, to name a 
few. 

By allowing a manufacturer to retain “improvement” patent rights 
it would be possible, however, for each manufacturer to build his 
specific form of these reactors; thus promoting competitive improve- 
ments in basic reactor types. We believe that this would encourage 
industry and help reactor manufacturers to earn something in the 
business. 

There are many phases of the atomic energy business with which 
the Commission deals which are not concerned directly with the fission 
process but which contractually, however, are guided by the same 
policy as applies to reactors. This equipment is usually bought under 
a fixed price bid, and though it is modified for nuclear application, 
however, a large percent of the technology necessary to build the 
equipment is already in the hands of the prospective supplier. 

Examples of such equipment are pumps, pressure vessels, heat ex- 
changers, steam washing devices, welding equipment and the like. 
Yet the AEC contracting policy requires that any inventions made 
in the course of these contracts should become the property of the 
Government. For the most part this equipment is purchased using 
fixed price bids. 'The companies submitting such bids are often not in 
& position to get the job and still include any research and development 
costs. In recognition of the equities involved, the Defense Depart- 
ment allows such a contractor to retain exclusive rights to his inven- 
tions in supply contracts. We believe that the AEC should adopt 
substantially the same policy. 

These comments have been directed to the patent policy in general 
but a few words should be said specifically about the foreign patent 
situation. 

Although the patent policy of the AEC as published, deals only 
sparingly with the subject of foreign patent rights, we emphasize 
that such rights are very important to American industry attempting 
to do business abroad. In many respects foreign patents are more 
important to the conduct of a contractor’s foreign business than are 
domestic patents to his business in this country. 

Apparently, the Commission’s policy with respect to foreign patent 
rights under AEC contracts is the same as that applied for domestic 
patent rights. It does not appear that all of the rationale for acquir- 
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ing the U.S. patent rights applies with equal force to acquiring foreign 
rights. The Government does not need such patent rights nor is it 
likely to use the patent rights abroad in the same manner in which it 
would in this country. 

In our opinion, it appears likely that reactors may be sold for use 
in certain parts of the world in the very near future at a cost com- 
petitive with other forms of generated power. Accordingly, there is 
a greater chance that reactors will be sold to private customers abroad 
than to similar customers in this country. The urgency on the part 
of the AEC for helping American industry sell abroad is perhaps 
greater than the need for policy changes to help U.S. sales of reactors. 

I urge the Commission to give careful consideration to its foreign 
patent rights policy and to adopt a policy of granting more liberal 
patent rights to its contractors, so that they may benefit in selling 
their products abroad from the technical improvements which they 
have made. 

As a company having prime contracts with the Government for 
reactors, we are required to negotiate subcontracts under the patent 
policy set forth in the AEC manual, chapter 9113. 

We have found that it is virtually impossible to obtain a subcon- 
tract for major components in the primary coolant system which 
are not commercial items, without a prolonged patent negotiation. 
These subcontractors want exceptions to the published policy. 

We, as a prime contractor, are not in a position to agree to anything 
but act as an intermediary between the AEC and the proposed sub- 
contractor. It appears to us that the necessity for negotiating 
patent rights in such situations on a regular basis is an indication that 
the policy of the Commission is inequitable and overreaching. We 
might add that we have never had this difficulty as a prime contractor 
in other Government contracts. 

The industry is confronted with certain very broad language in 
the patent provisions of the Atomic Energy Act of 1954. It seems 
rather obvious to us that these sections cannot be interpreted literally 
without being grossly unjust to American industry. 

For instance, standard off-the-shelf items, such as motors, vacuum 
tubes, heat exchangers, nuts, bolts, etc., are ‘useful’ in atomic energy 
when applied thereto. 

However, it would not seem that the scope of these patent sections 
should apply to such items and the AEC is not applying the act to 
these items. It is believed that the AEC can advantageously make 
some realistic administrative interpretations of sections 151, 152, 153, 
155, and 159. These interpretations should be more specific and defi- 
nite in defining the scope of the sections, so that industry may have 
some better guideposts upon which to found its business. 

In view of the foregoing the Babcock & Wilcox Co. feels that the 
AEC could materially enhance the incentive for private industry 
to contribute to the advance of atomic energy utilization if the Com- 
mission would adopt the following recommendations: 

A. The published contracting policy on patent rights should be 
expanded to include common exceptions to the present published 
policy and the circumstances under which they would be granted. 

B. Administrative interpretations of the Atomic cae Act 
patent sections, and particularly of sections 151, 152, 153, 155, and 
159, should be issued. 
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C. Any contract which requires a financial contribution by the 
contractor should require at the most a royalty free license to the 
Government, for governmental use only, under any inventions made 
by the contractor in the course of the work. 

D. Background rights of contractor should not be included in 
AEC contracts, except in very special cases. In such cases a reason- 
able amount should be paid as compensation for these rights. 

KE. When purchasing any equipment for a fixed price, whether or 
not it may involve incidental research and development by the:seller, 
the Government should take no patent rights from the seller. 

In conclusion, I would like to thank you at AEC for the opportu- 
nity to come here and state our views on how we think they can 


improve the situation with respect to patents in the atomic energy 
field. 


ComsBusTion ENGINEERING, INc., 
New York, N.Y., December 16, 1957, 


Re Patent Policy of the Atomic Energy Commission. 


Atomic Eneray CommtssIon, 
Office of the General Counsel, 
Washington, D.C. 

(Attention: Patent Branch.) 

Dear Sirs: In response to the Commission’s request that interested 
parties express their views with regard to the patent program in the 
atomic energy field, and particularly with regard to the patent program 
of the Commission, the following is an expression of the position of 
Combustion Engineering, Inc., upon this matter. 

There is now a need to have the patent system of the United States 
operate in its normal and effective manner in the field of atomic 
energy; since if the system is to be credited with being at all effective 
it should have the opportunity to work to its fullest extent to supply 
the incentive for the needed progress in this field. The atomic 
energy industry has progressed beyond its infancy to the point where 
the rigorous Government control that was formerly necessary is no 
longer required. Such control is to a large extent still in existence, 
and in certain respects now acts as a deterrent to progress. 

This is believed to be particularly true with regard to the handling 
of inventions that are made in the course of performance of a contract 
with the Atomic Energy Commission or a subcontract > under an 
Atomic Energy Commission prime contract. The present policy of 
the Commission in vesting ownership of these inventions in the 
Government inevitably leads to a destruction of the incentive to 
invent. This is so both with regard to the employer company and the 
prospective inventor employee. There is no incentive for the company 
to urge the employee to invent because the company will not advan- 
tageously benefit with relation to its competitors, and there is no 
incentive for the employee since with his employer not benefiting 
there is no reason for his employer to benefit him. 

In short, the incentive which the patent system has so long sup- 
plied for invention is completely lacking in a rather large segment of 
the atomic energy industry. Furthermore, this segment of the 
industry which operates under Commission contracts and subcontracts 
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is at a'disadvantage insofar as patent matters are concerned in relation 
to foreign interests in the atomic energy field; and also is at a dis- 
advantage in relation to those in the industry operating privately or 
independently of the Commission, since these latter may patent their 
inventions and build up a patent position whereas those operating 
under Commission contracts and subcontracts cannot so do. 

The policy of the Commission as to inventions made under Com- 
mission contracts and subcontracts accordingly should be changed to 
restore the incentive to invent. The Commission should retain, at 
most, a nonexclusive license in the invention restricted to govern- 
mental purposes, and the inventor or his employer should keep all 
other rights, including foreign rights. Such a change would benefit 
all concerned and, it is believed, accelerate advancement in the field 
of atomic energy. 

In the field of foreign patents a very serious problem results from 
the Commission’s policy of taking the rights to inventions made 
under Commission contracts and subcontracts. The filing of foreign 
patent applications by the Commission on these inventions is appar- 
ently on a very selective basis, both as to the inventions that are 
filed upon and the countries in which applications are filed; and even 
when the Commission does not file a patent application in foreign 
countries, the inventor or his employer is not given the foreign rights 
in the invention. ‘This policy can lead to foreign interests patenting 
inventions in foreign countries which may have been made first in 
the United States and accordingly excluding U-S. interests from uti- 
lizing these inventions in foreign countries. Such policy of the Com- 


mission with regard to foreign rights is believed to be very detrimen- 
tal to U.S. interests, and it is urged that it be changed and that the 
inventor or his employer retain all foreign rights in inventions made 
under Commission contracts and subcontracts. 

Respectfully submitted. 


ComBusTION ENGINEERING, INC., 
C. F. Bryant. 


AmERICAN Pusiic Powmpr ASSOCIATION, 
Washington, D. C., April 10, 1958. 
U.S. Atomic Enerey Commission, 
Office of the General Counsel, 
Patent Branch, Washington, D.C. 

GENTLEMEN: I appreciate this opportunity to transmit for your 
consideration the views of the American Public Power Association 
on patent policies in the field of atomic energy. I would have pre- 
ferred to present these views in person, in response to your general 
invitation of March 3, 1958, but I will be out of town on April 15, as 
will other qualified association representatives. 

The association has a direct interest in patent policies in the atomic 
power field because of their possible effect on the rate of atomic power 
development and on the costs of atomic power plant equipment. As 
an organization representing more than 800 local publicly owned 
electric systems, we have been concerned for some years with public 
policies in respect to patents in the developing industry of nuclear 
power. 
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The association believes that any patentable inventions developed 
because of publicly financed programs should be in the public domain, 
with no special advantage accruing to any private interest. Where 
patents arise from privately financed work in the atomic power field, 
the owner of the patent, in our opinion, certainly is entitled to reason- 
able compensation. At the same time, we consistently have advo- 
cated public policies which would prevent the development of monop- 
olistic patterns in the nuclear power equipment industry through the 
restrictive exercise of patent rights. Whatever needs to be done 
should be done to prevent the growth of unregulated patent monop- 
olies in this field. 

The danger to free competition which would be posed by unregu- 

lated patent monopolies is not a theoretical question. In an address 
to the New York State Bar Association on January 24, 1957, the then 
United States Attorney General, Herbert Brownell, declared that— 
It is in the area of licensing and patents that the extent of competition in civilian 
development of atomic energy will largely be determined, 
The recent antitrust cases in the electronics and the telephone equip- 
ment industries illustrate how restrictive patent practices by industry 
can lead to situations inconsistent with and damaging to a system of 
free competition in private enterprise. 

Beyond this, these and other cases have demonstrated the great 
difficulties encountered, and the lengthy investigation and litigation 
involved in attempting to remedy anticompetitive practices once they 
have become established in a major industry. The atomic. power 
industry is a new industry and only in its formative stages. In the 
speech referred to above, Attorney General Brownell referred also to 
this aspect of the situation, stating that: 

The Department of Justice is eager to meet the unique challenge presented by 
this new industry. We nave an important role to pay in fostering competition. 
We here have an opportunity to utilize preventive rather than merely remedial 
action. We must act to prevent anticompetitive tendencies before they mature 
into monopolistic patterns, 

One of the legal provisions which enables “preventive action” and 
to which Mr. Brownell referred is section 153 of the Atomic Energy 
Act of 1954, which authorizes the Atomic Energy Commission to 
require the cross-licensing of privately owned patents when this is in 
the public interest. Yet this entire section will be of no force and 
effect in respect to any patent the application for which is filed after 
September 1, 1959. Thus, under the language of subsection h of 
section 153, within less than 17 months the Government will lose all 
authority to take ‘‘preventive action’’ in regard to the monopolistic 
use of privately owned patents applied for thereafter. 

The American Public Power Association opposed the granting of 
unrestricted private patent rights as gropenes by some in 1954 and 
took the position that a 5-year period of compulsory cross-licensing 
was entirely too short a period in view of the status of the technology. 
In a statement submitted to the Joint Committee on Atomic Energy 
on February 10, 1955, this association declared that: , 

Under this provision (sec. 153 h) any patent applied for after this date, ap- 
proximately 5 years hence, would not come under the control of the Atomic 
Energy Commission. The announced schedule of power reactor development 


indicates it is not conceivable that developments in the field of industrial appli- 
cation of atomic energy will be accomplished so rapidly that the Government 
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can abandon the protection to its present position in this field to quickly without 
at the same time affording a basis for the development of a patent monopoly. 
This remains our position. As year has followed year, it has become 
abundantly clear that the development of atomic power technology 
will still be in an early stage as of September 1, 1959. There were 
those in 1954 who expected the technology to be developed with 
great celerity and used this expectation to rationalize the establish- 
ment of only a 5-year period during which patents applied for could 
be subjected to compulsory cross-licensing. Even the Commission’s 
expectations at that time of the rapidity with which the technology 
and the industry would develop have proved over-optimistic. Thus, 
in an address of April 1, 1955, to the American Power Conference, 
Mr. W. Kenneth Davis, Director of Reactor Development for the 
Commission, felt able to predict that on the basis of assumptions which 
seemed to him reasonable “we should have about 2 million kilowatts 
of nuclear power capability in service by the end of 1960 * * *.” 
However, it now appears that we will have only about 500,000 kilo- 
watts of nuclear power capability in service by the end of 1960. 
Industry was equally or perhaps more optimistic. Thus, according 
to AEC press releases at the time, the original proposal of the Yankee 
Atomic Electric Co. envisioned a completion date for their 134,000 
kilowatt atomic powerplant of “late 1957.’’ Similarly, the original 
proposal of the Power Reactor Development Co. carried an expected 
completion date of “late 1958.” Both of these projects are now ex- 
pected to be completed in 1960 and probably will not be in full opera- 
tion until sometime in 1961. The slippages in the schedules of these 


and almost all other nuclear power projects illustrate that any ex- 
pectations that the technology would be os mature devel- 


opment by September 1959 were not well founded. The fact is 
that, aside from the 60,000 kilowatt pressurized water reactor at 
Shippingport, Pa., there will be no large nuclear powerplant completed 
in this country prior to September 1959. 
As of the present, there seems to be general agreement that nuclear 
lants capable of producing power at costs competitive even in the 
high fuel cost areas of the United States will not be developed before 
1964. These plants, it is believed, will by no means represent the most 
advanced types of nuclear power facilities which can be developed, 
and very substantial improvements in design and fabrication are 
expected to be achieved in the years following. 

It has been argued that the basic inventions have already been 
made in the atomic power field and that there is hardly a conceivable 
opportunity for anyone to develop and patent an invention of such 
importance that it could be used to establish a monopolistic or near 
monopolistic control over an important aspect of the equipment 
manufacturing industry. The illusion that “everything has been 
invented” has been a common one, probably throughout the history 
of mankind, and it has yet to prove a correct assessment of the future. 
There is no reason to put any reliance on this kind of speculation in 
respect to the atomic power equipment industry. 

As an illustration of the continuing possibilities for basic inventions 
and patents in the field of power generation, one need only refer to a 
news story which appeared in the Washington Star of March 23, 1958. 
The article reported in some detail on a device developed by two 
professors at the Massachusetts Institute of Technology, which they 
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called a ‘‘thermo-electron engine,” in which two metal plates are 
heated to differential temperatures in a vacuum. It was claimed that 
by use of this device, with no moving parts, the heat had successfully 
been transformed into electric power with an efficiency of 12 percent. 
According to the article, efficiencies of 30 percent might be attainable 
eventually. The inventors, it was said, have Saskiae for a patent on 
the device. Whether or not the optimism of the inventors in this 
particular case proves justified, the account illustrates the folly of 
predicting that by some given date all the important inventions in a 
major technological field will have been made. Yet this is in effect 
what was done in the Atomic Energy Act of 1954. 

In addition to the fission power field, it is important to recognize 
that the cross-licensing provisions in the act would apply also to 
patents in the field of controlled thermonuclear reactions. This 
entire field is still in the laboratory research stage, yet there is con- 
fidence that eventually we will learn how to control the fusion reaction 
and use the energy released to produce large quantities of electric 
power. If the present provisions of the Atomic Energy Act of 1954 
are allowed to stand, there will be no provision for preventing the 
development of patent monopolies in this potentially vital area. There 
is aan reason to believe that if the controlled fusion development 
efforts are successful, the major technological advances will come 
after and not before September 1959. 

Although the bulk of the research and development in this field to 
date is publicly financed, several private industrial firms are conducting 


research in the field and can be expected to apply for patents on any 


inventions they may develop. It seems essential that the Government 
retain the ability to take ‘‘preventive action’’ to forestall anticompeti- 
tive developments in this prospective new technology as well as in the 
fission power field. 

It has been argued that compulsory cross-licensing of private 
patents is inimical to the private enterprise system. ‘This association 
does not share this view. In our opinion, the authority of the 
Government to compel patent licensing, with reasonable compensa- 
tion, when this is found to be in the public interest is not intended 
and should not be administered as a punitive measure against the 
private enterprise system. We aa jt as a vital power to preserve 
the private enterprise system and, eet , the opportunity for 
free competition in the equipment industry. ‘We regard it as a pro- 
tection to private industrial firms against domination of the field by 
a few firms holding key patents. 

For an informed opinion on the need for compulsory licensing, I 
refer you to the following passage in an address of December 13, 1955, 
in Cleveland, Ohio, by Mr. Casper Ooms, at one time the U.S. Com- 
missioner of Patents, and the Chaieaeh of the AEC Patent Compen- 
sation Board since its establishment in 1949: 

The possibility of the issuance of a single patent on an invention of the scope of 
those made by people like Fermi, Seaborg, or Dunning compels one to face the 
fact that the possibility exists that in this young industry a dominating patent 
may appear which may forbid all competing activity in the area. One can say 
with some assurance that almost any American industry that would procure such 
a patent, or any American citizen that might procure such a patent, would 
freely license it. to the industry at large. One can say that with assurance, but no 


positive assurance. It is against the contingency of the appearance of a single 
dominating patent in the hands of an unyielding owner who might refuse to 


37771—_58—-vol. I-12 





172 ATOMIC ENERGY PATENTS 


license it.and thus handicap the entire.field of atomic energy activity, that the 
compulsory licensing provisions of atomic energy legislation are designed. How- 
ever remote the contingency, the fact that it exists justifies the creation of this 
reserve power of compulsory licensing to insure that no unnecessary obstacle be 
raised against the bright promise of this great industry. 

Other proponents of compulsory licensing have argued that compulsory licens- 
ing is necessary in order to prevent the creation of a monopoly. The Atomic 
Act of 1954, reflecting these fears, contains special provisions to prevent the 
creation of a monopoly. Any monopoly that might be created as a patent 
monopoly would be legal, and no thrust of antitrust legislation, or even the special 
provisions of the Atomic Energy Act, would reach it. 

Any monopoly created under a patent is obviously a legal monopoly and not 
within the reach of the antitrust laws, if the patent holder does no more than 
exercise the rights created by the patent. No patent of itself creates an illegal 
monopoly. It is only transactions and contracts or the combination of patents 
which create illegal monopolies. The possibility of any single patent arising 
which may create a monopoly in atomic energy because of the peculiarly dominat- 
ing character of the patent may be quite remote but nevertheless sufficiently real 
that as long as apprehension continues that this possibility may be realized, 
some provision should be made for it. A properly guarded and restricted. pro- 
vision to permit the Commission to exercise a reserve power of subjecting any 
dominating patent to compulsory licensing seems at this stage to be a necessary 
part of atomic energy legislation. The very restricted provision for compulsory 
licensing which is found in the 1954 act accomplishes this purpose. 


The American Public Power Association has recommended on 
several occasions that the expiration date for section 153 of the 
Atomic Energy Act of 1954 be substantially extended. I urge, on 
behalf of the association, that the Atomic Energy Commission include 
in any recommendations it may make to the Congress for amendment 
of the Atomic Energy Act a recommendation that section 153 h. be 
amended to extend the expiration date at least to September 1969, or, 
alternatively, to eliminate the expiration date entirely and make 
the cross-licensing authority of indefinite duration. 

I would greatly appreciate your making this letter a part of the 
record of your April 15 meeting on the AEC patent program. 

Sincerely, 
ALEX Rapin. 


ArmourR ResearcH FOUNDATION OF 
ILuino1s Instrrure or TEcHNOLoGy, 
TrecHNOLOGY CENTER, 
Chicago, Ill., December 16, 1957. 
Aromic EnerGy ComMISSsION, 
Office of the General Counsel, Washington, D.C. 
(Attention: Patent Branch). 

GENTLEMEN: In connection with the review of the atomic energy 
patent program, the foundation appreciates the opportunity to 
submit the following comments: 

It is our opinion that the Commission’s policy of deciding after the 
fact the ownership of patents which might evolve from a research 
program sponsored by the Commission is a deterrent to industrial 
participation in the Commission’s research activities. The policy 
has been interpreted so broadly as to prevent a prospective contractor 
from protecting proprietary developments. 

It is recognized that the field of atomic energy has been developed 
out of taxpayer’s money and, therefore, we appreciate the feeling of 
the Commission in attempting to prevent further payment by the 
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taxpayer in order to benefit- from those developments for which he 
has already paid. Nevertheless, industry cannot be expected to risk 
money in developing a field to which it cannot be somewhat assured 
of a competitive advantage. To the extent that the Commission’s 
policy prevents industry from undertaking such a development, the 
taxpayer does not benefit since there is no product for him to use. 

It is felt that the policy of the Department of Defense with regard 
to patents which requires that the Government receive only an 
irrevocable royalty-free license to patents which arise out of work 
performed for the Department of Defense provides the greatest 
incentive to industry without completely ignoring the Government 
participation in the program. It may well be agreed that the present 
policy of the Commission was desirable during the earlier days of the 
development of atomic energy, however, it appears that additional 
incentives must be made available if industry is to develop this field 
for peacetime uses. 

Very truly yours, 


Frep Kremer, Jr., Business Manager. 


STATEMENT BY ATOMICS INTERNATIONAL, A Division or Nortu 
AMERICAN AVIATION, INc., on Atomic ENerGy Patent Program 


(Submitted to the U.S. Atomic Energy Commission in response to an invitation 
appearing in the Federal Register of November 19, 1957) 


CONTRACT POLICY 


Crisis in atomic energy industry 

The atomic energy program in the United States is today at a 
crossroads, and it is uncertain what the future direction of the industry 
will be. It is not clear whether the industry in its commercial phases 
will be developed by private industry or whether there will be a nation- 
alized industry, the path which Great Britain has followed. Members 
of the Joint Senate-House Committee on Atomic Energy of both 
parties see the need for more rapid development of economic nuclear 
power as essential for maintaining the world prestige and influence 
of the United States; considerable fear has been repeatedly expressed 
that the British and Russians may outstrip us in nuclear development 
and result in the loss of international markets to the United States. 
The foreign reactor market not only has a bearing on our diplomatic 
prestige, but on the economic life of the United States. 

Recent months have seen several disquieting events in our domestic 
program. ‘The November issue of Nucleonics magazine lists a number 
of companies prominent in atomic energy development which have 
either withdrawn from the field or drastically reduced their activities. 
Still other companies with no expressed intention of withdrawing 
from the field have suffered considerable financial losses. Losses, 
rather than profits, have been the rule with those firms which have 
undertaken commercial reactor projects, particularly those undertaken 
on a fixed price basis. 


Reasons for crisis 


A number of reasons are apparent for the current situation of doubt 
and hesitancy. Economic incentive is lacking because there is no 
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broad market nor great domestic need for the current high cost reac- 
tors; this is undoubtedly a basic reason for the current economic 
situation. Certainly many who entered this field were naive in their 
approach and the claniows surrounding atomic energy obscured very 
real problems. ‘The requirements of major investment over long 
periods without the possibility of immediate return may not have been 
fully appreciated, and the amount of current business may be insuffi- 
cient to support all those who have entered the field. Until the time 
nuclear reactors are developed to economic competitiveness with con- 
ventional powerplants, the market will remain small and economically 
unremunerative. 

The private industrial contractors of AEC can justify their partici- 
pation only on the basis of future business, for their present return is 
completely out of proportion to the efforts involved. The contractor 
must supply a large facility and staff it with highly qualified and 
scarce technical personnel who might better be employed in more 
financially rewarding programs. The fees received in research activity 
are very small, particularly as compared with larger dollar volume 
manufacturing activities. The contracts are always subject to termi- 
nation and the risk of next year’s budget; and the administrative and 
management demands on a corporation are frequently out of propor- 
tion to the company’s overall business. 

Given the present situation of lack of economic incentive, absence 
of any strong commercial demand for nuclear power, a long develop- 
ment period before economic nuclear power is achieved, current 
financial losses, difficult technieal problems to be overcome, and large 
investments of funds and skills for a meager return under Govern- 


ment contracts, some appreciation can be had for the discouraging 
reappraisal which many firms are now giving their nuclear energy 
commitments. 


Denial of proprietary position to industry contributes to crisis 
In spite of these difficulties, many companies would still be willing 
to undertake the long-term large financial commitments required for 
participating in the Government program for development of atomic 
energy, but are deterred by their inability to establish a proprietary 
position under a policy which has retained title to patents in Govern- 
ment since inception of the Manhattan project 15 years ago. AEC 
contractors and potential contractors cannot foresee, without a pro- 
rietary position, a basis for eventual: compensation for their efforts. 
hile certain financial return can never be guaranteed under our 
economic system, nonetheless, the possibility of such return as a vital 
incentive should not be liminated. The inability to obtain a pro- 
rietary position encourages a corporate policy of caution; there is a 
eeling implicit in the attitudes of those who have temporarily with- 
drawn that the work of others can still be followed, and the field 
reentered at a later time without disadvantage. This tendency to 
let others do it can have a paralyzing effect on technical progress. 


AEC patent policy novel experiment 

The present patent policy of AEC of retaining title to patents is a 
novel experiment in Government-contractor relationships not required 
by the Atomic Energy Act. It varies strikingly from the long- 
practiced policies of the Armed Forces. In armed services contracts, 
the contractor retains patent rights, with a rovalty-free license to the 
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Government, which is sufficient to protect Government operations 
from patent restrictions. This policy has encouraged able firms to 
to seek Government contracts and has stimulated the further develop- 
ment and marketing of the resulting products. The further develop- 
ment and marketing of products originally created under contract has 
been to the greater benefit of the American public and is an added 
return from the initial Government investment. 

The present Government ownership of atomic energy patents is 
similar to that of countries with nationalized or es atomic 
energy industries, such as Great Britain. American industry suffers 
the disadvantages of nationalization without the accompanying 
rewards of assured markets due to Government efforts. 


Original basis for AEC patent policy 


In reviewing the current status of the atomic energy industry in 
relation to the patent policies followed by AEC, it might be helpful 
to consider the original premises upon which these policies were based, 
and to see if these premises are still valid 15 years after their inception. 
The atomic energy industry was born of a wartime emergency and had 
as its principal goal development of atomic weapons. The public’s 
original feelings were of great uniqueness and unparalleled oppor- 
tunity, mixed with fear of radiation and explosion. Although the 
potential applications for power, medicine, and agriculture were always 
apparent, the great initial emphasis was upon the military aspect. 

The debate surrounding the Atomic Energy Act of 1946 was largely 
over the issue of military versus civilian control over atomic energy. 
There was little public discussion regarding the effect on our economic 
system of the Government monopoly over the industry; Government 
control was accepted without strenuous objection or serious examina- 
tion. Patent rights were in effect abolished in the atomic energy field 
by the 1946 act. At the time of the passage of the Atomic Ene 
Act of 1954, which was designed to reduce the Government sicutnely 
in the atomic energy field and encourage private participation, there 
was still great concern that the early contractors of AEC did not 
acquire a preferential commercial position by virtue of their Govern- 
ment work. 

The patent provisions of the 1954 act reflect this concern. Atomic 
energy technology was largely classified during these years and not 
available to the general public; this compounded the feelings on the 
‘fnsider” problem. While these feelings were understandable in 
theory, overlooked in the discussion on the development of atomic 
energy with Government funds was that the success of the programs 
was largely due to the great technical abilities the participating 
companies brought to the programs. There was also concern that if 
patent rights were left in the developer, basic patents might possibly 
be obtained, leading to patent. concentration in a few hands. This 
problem has been successfully handled by the armed services by ob- 
taining a nonexclusive license from its contractors, while leaving 
ownership of the patent with the contractor. 

Another reason initially offered for strict Government control over 
atomic energy was the fear, expressed in a 1946 Senate report, that 
sudden introduction of atomic energy might result in economic 
ep ante and large investments might be rendered obsolete. 
This feeling that atomic energy was a “ripe plum” waiting for exploita- 
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tion, which loomed large in public debate, seems strange when the 
current economic situation and the relatively slow rate of technical 
progress are reviewed. However, it helps to explain the elaborate 
precautions taken against preferential or monopolistic positions being 
acquired by the early Commission contractors. The patent policies 
of AEC were formulated in this environment. The basic patent 
clauses that were included in the Commission contracts of many years 
ago are retained unaltered today in spite of the drastically changed 
conditions faced by the industry. 
Original basis for AEC patent policy no longer exists 

No private organization has a patent or proprietary position of 
any consequence in the atomic energy field. Atomic energy tech- 
nology is largely declassified today outside of military applications, 
and this information is available to the general public. Furthermore, 
even classified information is available under the civilian application 
program, which allows private parties to review technical progress 
with the view of further development. The list of AEC contractors 
runs into the thousands. Even though the basis for the original 
AEC patent policy—the concern over the insider problem—is clearly 
no longer present, the policy is still being continued. The policy 
which had the purpose of preventing any single firm from getting 
ahead has contributed to the current shakeout in the industry, and 
instead of stimulating greater private activities, the effect has been 
to reduce such activities. 


Overhaul of patent policy needed 
Given this background of a patent policy which has not changed 


since the initial days of the Manhattan project, although the factual 
justification for the policy has altered markedly, and the contribution 
this has made to the current crisis in the industry , consideration should 
be given to the complete overhaul of the Commission patent program 
to permit its contractors to retain patent rights. 


Contractors retaining patents would stimulate development 

Apart from the tangible benefits of such a change, the psychological 
impact on industry would be immense; it would be an indication to 
industry that financial returns may yet be had. Stimulation and 
encouragement would be given for investment, development, manufac- 
ture, and marketing of atomic energy products. Because of the pecu- 
liar prestige value of patents in our industry, the psychological effect 
might even exceed the tangible and real benefits. 

The possibility of a proprietary position would retard the withdrawal 
of companies from Commission programs and increase competition 
among able firms for Commission contracts, with resulting benefit to 
the Commission. Companies could no longer feel that there was no 
reason to participate in Commission programs because the results of 
work by others would be available for their use at a later date; it 
would be risky not to participate, and resources and manpower which 
are now applied in more conventional and profitable manufacturing 
activities might be redirected. 


Continued Government ownership of patents not sound 


The policy which had its philosophical basis in the premise that 
developments made at Government expense should be available to 
the public has shown itself over the years to have overlooked several 
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fundamental features of our economic system which the patent grant 
has’ historically served to supplement. A development which may 
be freely employed by everyone may not be used by anyone if there 
is not the legal protection provided by the patent to cover the risks 
entailed in the marketing of the product; sound financial investment 
requires at least the possibility of, some return. The policy designed 
to prevent advantage to willing and able companies in favor of un- 
known possible future participants has had the effect of retarding 
progress to the detriment of the public. Instead of stimulating more 
participation, the effect has been to reduce participation. 

The position that inventions developed at Government expense 
should remain in Government hands, although superficially logical, 
includes an assumption that the Government operates in a proprietary 
capacity and it should extract every competitive advantage possible 
from its contractors. This reasoning overlooks an overriding respon- 
sibility of Government in promoting policies that are to the greater 
benefit of the American public and not to itself as a proprietary 
entity. The proper test of policy should be in what manner may 
atomic energy be most rapidly and effectively developed and the 
resulting benefits delivered to the people. 

Using this enlightened test of public interest, it is believed that it 
can best be accomplished by leaving patent rights in the hands of a 
developing contractor. Before a contractor could profit from his 
patent right, capital would have to be applied in further development 
and manufacture and the product sold; the rights thus obtained are 
not outright gifts but only a stimulus to further investment and 
activity. 

Government role in development of other industries 

The propriety of the grant of such rights, which would not involve 
outright expenditure by Government, can be readily understood by 
relating it to the role Government has historically and traditionally 
played in the development of other industries in the United States 
within the framework of a private enterprise economy. A number of 
other industries would not have been able to develop during their 
early unprofitable stages without Government support; such support 
was granted with the view of ultimately eliminating Government 
subsidy, and the growth of the industry and the wisdom of the 
Government policy is gaged by the eventual reduction or elimination 
of such support. Ready examples are found in the development of 
our railroads, shipping lines, and air transportation industry. The 
role of Government in the development of these industries was to 
supplement and not supplant private effort. Similarly the retention 
of patent rights by the contractor should be viewed here as a stimulus 
to the development of the atomic energy industry which will ultimately 
provide the greatest return to the American public for its investment. 


Patent concentration fear not valid 


The fear expressed many years ago of patent concentration is 
similarly no longer valid today. The large number of AEC con- 
tractors would alone prevent patent concentration in any small 
group. Furthermore, the antitrust laws are as operative on atomic 
energy patents as on any others. The passage of time has also re- 
duced the opportunity for the obtainment of basic patents that would 
dominate a whole field. Historically, basic patents have been ob- 
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tained only in new, virgin fields. When an art has developed to the 
stage of the atomic energy field, new patents are of lesser scope and 
directed toward protection of specific improvements. Another his- 
torical function of the patent grant which has not received sufficient 
attention in the atomic energy field is the stimulus it serves to further 
invention. 

When a particular development is covered by a patent and is 
unavailable for use by another, the new party has to resort to further 
development and exercise of ingenuity to get around the patent; 
often improved patentable developments have resulted, rather than 
unproductive imitations. The often expressed fear of patent sup- 
pression is similarly unfounded because return cannot be had on a 
patented product until it is marketed; the information contained in 
wo porn, being a public document, is, of course, available to the 
public. 


Summary 


It is believed that the present outmoded AEC patent policy is 
foreign to our patent system and contrary to precious practices of 
the Government, and is modeled on that of foreign governments with 
nationalized industry. The original premises on which this policy is 
founded, that of limited access by a few contractors to secret informa- 
tion and the feelings of mystery, strangeness, and danger surrounding 
the birth of atomic energy, no longer exist. The national interest 
will be best served by the most rapid return of atomic energy to the 
domain of free enterprise economy. 

Patent rights, if retained in private hands, will provide stimulation 
to an industry, which being faced with the prospects of long-term 
investments without return, is undertaking a sobering and generally 
negative reevaluation of its commitments. The risks incident to the 
development and marketing of atomic energy are under any circum- 
stances very great. To reduce these risks and encourage private 
investment is a function of enlightended Government policy in which 
the patent system should be permitted to play the role it successfully 
has throughout our history to the enrichment of our people in a system 
of free economy. 

ADMINISTRATION POLICIES 


Present policies do not encourage private endeavor 


The administration of contracts and of the Atomic Energy Act by 
the Commission, as it relates to patents, should be clarified and 
modified to stimulate private endeavor both within and without the 
Government program. A prevalent impression of the Commission 
patent program which properly or improperly is held by a large seg- 
ment of the patent profession and by industry is that its purpose is to 
discourage private activity and to maintain atomic energy as a state 
monopoly. Reasons which have been cited for this opinion include 
denial of patent rights to contractors; administration of contract 
patent clauses beyond their already broad language, where even a 
slight and insignificant connection with the contract demands assign- 
ment of the patent to the Government; the requirement for transfer 
of inventions to the Government made with rental equipment; and 
above all, the absence of a general policy with regard to administra- 
tion of section 152 of the Atomic Energy Act of 1954. 
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Damaging effects of section 152 

Section 152 of the Atomic Energy Act holds that any invention— 
* * * made or conceived under any contract, subcontract, arrangement, or other 
relationship with the Commission, regardless of whether the contract or arrange- 
ment involved the expenditure of funds by the Commission, shall be deemed to 
have been made or conceived by the Commission. * * * 
The statute gives to the Commission, however, unlimited waiver 
power. It is recognized and appreciated that administration of this 
section with its broad and indefinite language creates many problems 
for the Commission and the Patent Office. Admiral Strauss expressed 
his own doubts on the practicability of an earlier version of the present 
section 152 on June 3, 1954, in testimony before Congress during 
hearings on the 1954 act. He stated that the section would place a 
burden on the Commission and ‘“* * * might require us to be not 
only judges but clairvoyant’. 

he general effect af section 152 on the industry has been most 

damaging. It has had a dampening effect on private investment, it 
has discouraged communications and proposals to the Commission, 
and has inhibited further practical utilization and development of 
information developed under contract. It has had a particularly 
severe effect on contractors whose primary business is with the Com- 
mission, but who desire to conduct some private research, particularly 
in fields the Commission has no interest or does not wish to support 
further. These contractors hesitate to undertake such work for fear 
that conducting private and Commission work in the same facility 
would be considered “‘an arrangement or other relationship” entitling 
the Government to any resulting patents. It has been suggested 
that the facilities problem might be avoided by completely separating 
physical facilities, with one for Government work and one for private 
work. However, this view is both unrealistic and economically un- 
sound. Few firms have the capital resources necessary to support 
two separate organizations, particularly since the volume of private 
business is presently small. Insistence on separate facilities would 
prevent development work by all but the very large companies, which 
could stand the losses, and consequently would favor economic con- 
centration. Furthermore, even among those companies which have 
established separate facilities with the view of conducting only pri- 
vate research, there have been intimations that Government contracts 
would be necessary to augment the relatively small volume of com- 
mercial business. 


Commission should clarify position on section 152 


Pending legislative changes in section 152 as discussed below under 
“Legislation,” it is urged that the Commission issue a general policy 
statement to clarify its position regarding section 152. The statute 

ants the Commission broad waiver rights and there are therefore no 
egislative restrictions to such action. To date the Commission has 
waived its rights under section 152 only in certain limited areas; it 
has, for example, stated that a license is not an arrangement or 
relationship, nor is the use of the materials testing reactor for irradia- 
tion experiments, or is the use of isotopes purchased from the Govern- 
ment. The present Commission practice of ruling on section 152 
matters only as a particular problem arises and its apparent unwilling- 
hess to grant even advisory opinions in the absence of a specific con- 
troversy, has a damaging effect. 
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One example may be found in the filing of foreign patent applica- 
tions. Foreign filing must be accomplished within 1 year after 
American filing to obtain the benefits of the American filing date under 
the International Patent Convention. However, section 152 con- 
sideration by the Commission is normally reserved until such time as 
the American patent is ready to issue, which is usually well after the 
time required for foreign filing. The inventor may, therefore, be 
forced to undertake expensive foreign filing at his own risk, or lose the 
benefits of the international convention if filing is not undertaken. 
While it is not clear that a subsequent holding under section 152 that 
the American patent should be issued to the Commission embraces 
foreign patents acquired jn the interim, nonetheless, the uncertainty 
creates an additional element of risk which may retard foreign filing. 
The Commission should clarify its policies with regard to private 
patent rights, to avoid any impression that it is indifferent to such 
rights, as has correctly or incorrectly been given by the Spevack case, 
wherein the inventor has thought it necessary to appeal to the Supreme 
Court of the United States to prevent disclosure of his heavy water 
invention by the Commission before foreign filing could be accomplished. 


Guides for Commission exercise of waiver power under section 152 


It has been observed that while the Commission’s waiver rights 
under the statute are complete and untethered, the statute does not 
furnish guides for the exercise of its discretion. It is believed that by 
considering the original reasons for this section, its very title, and the 
public statements of its author, a basis can be developed for proper 
action by the Commission. 

The section is entitled ‘Inventions Conceived During Commission 
Contracts” and its purpose was to secure to the Commission such 
inventions, although this is already accomplished by contract. There 
was no intention to appropriate inventions made with private funds 
under some vague or insignificant arrangement or relationship with 
the Government, or to discourage private initiative. The drafter of 
section 152, W. Sterling Cole, has admitted that the language of the 
section went beyond its original purpose. He has written in the April 
1955 edition of “Nucleonics” that “Tronically, under the pressure of 
zealously trying to protect the normal American patent system, too 
much was written into this section.” 

Mr. Cole believes that ‘“‘* * * the section should properly be 
limited to those inventions conceived under the terms of an express or 
implied contract with the Commission entered into for the benefit of 
the Commission.”” Mr. Cole has introduced a bill amending section 
152 in this manner, as will be discussed below under ‘Legislation.’ 


Recommended policy statement by AEC on section 152 


Sufficient policy guidance is therefore believed available to the 
Commission for the exercise of its discretion. It is recommended 
that the Commission issue a policy statement to the effect that it will 
waive its rights in inventions made without expenditure of Govern- 
ment funds. This statement should also clarify the situation relative 
to the use of a contractor’s facilities for both Government and private 
work; it should state that performing both types of work in the con- 
tractor’s facilities does not, by itself, constitute an “arrangement or 
other relationship.” 
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Such a statement would have a stimulating effect on private re- 
search. Investing private funds in atomic energy development is al- 
ready sufficiently risky without the additional hazard that any result- 
ing patents, which might supply some basis for return of investment, 
will be taken by the Government. 


Equipment rental policy obsolete 


Another example of the Commission patent policy, which has an 
adverse effect on private enterprise, are the conditions attached to 
the rental of Commission equipment for privately sponsored research 
A clause is inserted in rental contracts which in effect requires assign- 
ment of all patents to the Government. This policy very simply asks 
that private funds be expended in the rental of equipment and spon- 
sorship of a program, without the private sponsor obtaining any 
better proprietary position that if the work were performed under 
Government contract for a fee. 

It is obvious that such an arrangement is without incentive for the 
investment of private funds. A basic rationale of the Commission 
patent policy, whatever its soundness, is that inventions developed 
with Government funds should be available to the public. But this 
very argument supports the position that inventions developed with 
private funds should remain in private hands. In any event, it is 
evident the public will not benefit unless the inventions which are 
the result of development work are marketed. However, the major 
financial investment required for such development work cannot 
properly be committed without protection in the way of proprietary 
rights. 


Summary 


It is believed that the administration of Commission patent policies 
can be clarified and should be modified to serve the historic function 
of the patent system: to stimulate progress of science and technology 
to the betterment of the Nation. A specific responsibility should be 
accepted by the Commission to adopt policies which will stimulate 
and encourage investment of private funds in the field. Policies 
should be clarified so that private firms may properly evaluate their 
patent position before new research is undertaken, rather than after- 
ward by case to case negotiation with the Commission. 

A clarifying policy statement should be issued on section 152 
limiting the Commission’s rights to those arising out of contract; this 
would be consonant with the original purposes of this section. This 
statement should also indicate that the performance of Government 
work along with private work in a private facility does not, by itself, 
constitute an “‘arrangement or other relationship.’’ Furthermore, the 
patent provisions of contracts for rental of equipment should be 
altered to permit retention of the patent rights in private hands. In 
cases where an initial preliminary discovery, not amounting to 
patentable invention, is made but not continued under Commission 
auspices, encouragement should be given to the contractor to further 
the work by retaining patent rights. 
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LEGISLATION 


Special patent legislation unique to atomic energy 


The Atomic Energy Act of 1946 represented the first time in the 
history of our patent system that -a-single technical field -was pointed 
out for special legislative treatment. The general feelings of danger 
and uniqueness which dominated all considerations in the 1946 act 
required, it seemed, special patent provisions. For all practical pur- 
— patents in the atomic energy field were abolished. The Atomic 

nergy Act of 1954 later recognized the need for stimulation of inven- 
tion and discovery in the atomic energy field and therefore returned 
patents in the atomic energy field, at least to some extent, to the opera- 
tion of the general patent statutes. 

The most notable alleviation was permitting the patenting of atomic 
energy inventions outside the weapons field. However, a number of 
retrogressive anomalies are contained. Included among these are a 
presumption of Government ownership of all patents in the atomic 
energy field, a section stating that secret art shall be a bar to the 
patenting of the same invention subsequently developed by another, 
and a section requiring reporting of inventions to the Commission or 
the filing of a patent application. 

The following discussion and suggestions are offered as guides to the 
Commission in drafting its legislative proposals on patents to the Joint 
Committee on Atomic Energy. 


Special patent legislation not required 


It is clear that feelings of danger and special advantage to early 
participants, discussed previously, prompted the special legislative 
treatment of atomic energy patents, but it is equally clear that these 
conditions no longer exist. There is no sound policy justification for 
continuing to discriminate against the atomic energy field with special 
patent legislation. 

The return of the normal patent climate is essential for healthy 
growth of the atomic energy industry and until the special patent provi- 
sions of the act are revoked, they will continue to have damaging con- 
sequences. The total repeal of the patent provisions of the act will 
bring the full benefits of the patent system to atomic science and will 
serve to promote rather than retard the development of that science. 
This basic position * * * that specialized legislative treatment of 
atomic energy patents is no longer required * * * is in accord with 
the conclusion reached by the “Symposium on Legal Problems on 
Atomic Energy,’ held at the University of Michigan Law School in 
September 1956, and is the almost universal opinion of the patent bar. 
The general patent and antitrust statutes will provide adequate protec- 
tion to the public and the Government. 


Section 152 worst feature of patent chapter 


Until such time as the entire patent chapter is repealed, how- 
ever, special attention should be directed toward the elimination of 
the most damaging features of the existing law. Without doubt 
section 152 is the single worst patent provision ever enacted. It 
states that any invention or discovery originating under any contract, 
subcontract, arrangement, or other relationship with the Cancanietiat 
is presumed to have been made by the Commission regardless of 
whether or not Commission funds were involved. 
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Mr. Casper W. Ooms, former Commissioner of Patents and Chair- 
man of the AEC Patent Compensation Board, has called it the 
“most mischievous” provision of the act. Its corrosive effect on 
investment and initiative and the confusion it has created cannot 
be exaggerated. There are a number of constitutional questions 
which have been raised concerning section 152. The section was 
not included in the April 15, 1954, draft of the present law on which 
most of the public hearings were held. A form of the present section 
first appeared in the May 21, 1954 draft of the bill, but it did not 
contain the present presumption of Government ownership nor the 
procedure for settlement of a dispute between an applicant and the 
Government before a body of the Patent Office which Mr. Ooms has 
called “not at all equipped” to settle such a dispute. Some testimony, 
mostly adverse, was given on this version, including that by Admiral 
Strauss, as mentioned previously, and the section was then withdrawn 
in the July version of the bill. It reappeared in the August 6, 1954, 
conference report in its present form without any public hearings 
on its provisions. Mr. Cole offered it as a substitute for section 
153 on compulsory licensing, but both sections were incorporated 
in the final bill. 

Its purpose was only to secure to the Government patents made 
under Government contracts, but the language of the section went 
far beyond this, as has been regretfully recognized by Mr. Cole. 
The broad and indefinite language of the section places unjust burdens 
on the Commission, inventors, and the Patent Office. The section is 
unnecessary to accomplish its purpose, since the Commission can 
protect itself patentwise by contract. There are no special con- 
ditions in the atomic energy field, beyond those in any other field, 
which require statements to the Commissioner of Patents as to 
whether inventions were made under any contracts with the Com- 
mission. To specifically point out the atomic energy field for such a 
requirement again only serves to retain an unfounded uniqueness and 
retard the creation of a healthy industrial climate. 


Mr. Cole’s proposed amendment of section 152 inadequate 

Mr. Cole’s bill, H.R. 5694, would amend section 152 to eliminate 
the presumption that all patents in the atomic energy field belong to 
the Government and would require a statement from the inventor 
only: as to whether the invention was made under any. contract or 
subcontract, express or implied, entered into for the benefit of the 
Commission. 

The “arrangement or other relationship” phrase would be elimi- 
nated. Although this amendment wuld be an improvement over 
the existing section, the question of what is an implied contract 
might cause trouble. In any event there is no reason for continuing 
to single out the atomic energy field for special treatment. The 
Commission has fully demonstrated its ability to obtain patent pro- 
tection for the Government through contract. The American Patent 
Law Association and other professional groups support Mr. Cole’s 
amendment, but only as an interim measure, with the view that 
outright repeal is required, 


Prior art section harmful 


Section 155 of the act provides that prior knowledge or use of an 
invention under secrecy shall bea bar to the subsequent patenting 
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of the same invention by another. This is departure from our patent 
system because secret art is not a bar to patenting under the general 
patent statutes. The patent system stimulates and is based on public 
disclosure of technical information and failure to disclose can often 
result in a patent being awarded to a later party. This section casts 
a cloud over any patent that may be issued, because there can be no 
assurance that at some later time a report will be declassified which 
will invalidate a granted patent. Furthermore, the language of the 
section is somewhat ambiguous and might be interpreted to prevent 
any patenting. Mr. Cole’s bill proposes that the only type of knowl- 
edge or use which would bar patenting is that described in a paper 
published by the Technical Information Service of the Commission. 
While this amendment. would soften the effects of the present. section, 
it may be asked whether the amendment is well conceived since as 
many classified reports are published by the Commission contractors 
as by the Technical Information Service of the Commission and many 
other reports are available through the Department of Commerce. 
Invention reporting section confusing 

Sections 151(c) and (d) require that every invention in the atomic 
energy field be either reported to the Commission within 90 days after’ 
completion thereof or a patent application filed in the Patent Office 
with access thereto by the Commission. 

These sections are ambiguous in a number of respects including 
when the report must be filed, the penalties for failing to report on 
time and whether the Commission may distribute the information to 
others. This section places unnecessary burdens on inventors, the 
Commission and the Patent Office. 

The patent system already provides sufficient incentive to an 
inventor to disclose his invention. Furthermore, the Government 
unnecessarily intrudes into private business affairs, and the traditional 
secrecy of pending patent applications is violated. Mr. Cole’s bill 
does not alleviate or clarify sections 151(c) and (d). 

Compulsory licensing section 

Section 153 provides for a limited system of compulsory licensing 
upon certain conditions. The section first requires negotiation with 
the patent owner for a voluntary license, followed by showings of the 

‘primary importance” of the licensing of the patent to the atomic 
energy program. This section will cover all patents granted on 

applications filed before September 1959, and was instituted for a 

5-year period to guard against the common fear of advantage to early 
atomic energy participants. This section is novel i in our patent system 
and resembles that of certain European countries. It has been opposed 
on principal as being of doubtful constitutionality and damaging to 
the patent system. Positive aspects suggested are in preventing 
monopoly or confusion in the industry while yet compensating a 
patent owner. 

To date there has not been a known single instance where an 
action for compulsory licensing under section 153 has been initiated. 
This is due in part to the Commission’s patent hegemony, the little 
publicized but extremely serious problem of successfully prosecuting 
nuclear reactor patents of any scope through the Patent Office, and 
a basic lack of understanding of the nature of inventions in the nuclear 
field at this point in its development. 
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Apart from a few early patents of Enrico Fermi, which are assigned 
to the Commission, there are no U.S. patents in the nuclear field 
which would dominate the whole field. Technical progress is char- 
acteristically in small increments and no major breakthroughs, which 
were contemplated by the proponents of section 153, have occurred 
or are likely to occur. For these reasons alone, compulsory licensing, 
apart from matters of principle, is not needed to guard against 
patents of major scope to early Commission contractors. 

On the other hand, the practical influence of section 153 has not 
warranted the major consideration and controversy it has aroused, 
and such controversy has unfortunately obscured the more severe 
effects of other sections of the act, such as section 152. Mr. Cole’s 
bill would repeal section 153 in its entirety, along with its subsidiary 
section 154. The Patent Law Associations are in full accord with such 
repeal. 

Remaining sections less important 

Sections 152, 155, and 151(c) and (d) of the present act are con- 
sidered to be its most damaging patent features and most in need of 
immediate overhaul. 

The other sections are less important, inaccurate or even super- 
fluous. As an example, section 158 was prompted by Senator Langer’s 
desire to prevent monopolistic uses of atomic energy patents. It 
provides that if a court finds that an atomic energy patent has been 
intentionally used in violation of the antitrust laws, the patent may 
be licensed to licensees of the Commission at a reasonable rovalty to 
be determined by the Patent Compensation Board created under 
section 157. In their fear of monopolistic uses of atomic energy, the 
proponents of this section overlooked that courts frequently require 
licensing at no royalty of patents improperly employed under the 
antitrust laws. 

Section 151(a) and (b) prevent the patenting of an atomic weapon 
and revoke rights in patents to the extent that they are so useful, 
As a practical matter, it is not believed that atomic weapon discoveries 
are possible by anyone outside of the weapons laboratories of the 
Commission and since any inventions so made are necessarily classi- 
fied, patents could never issue thereon while classified. However, the 
patent system in the past has stimulated weapons development in the 
United States in other military fields to the improvement of our 
military arsenal. This encouragement should not be denied in 
atomic weapons. There is no longer any reason to place atomic 
weapons on a special plane, particularly when recent events in the 
missile and satellite fields demonstrate the possibly greater importance 
of such instruments. The Government would not be denied the use 
of any such inventions, because statutory provisions make the Court 
of Claims the only recourse against the Government for patent 
infringement. 

Section 157 creates a Patent Compensation Board and sets forth 
what applications may be submitted thereto, provisions for eligibility 
and standards for determination of awards and royalties, pursuant to 
other sections of the act. The purpose of this section is laudatory, in 
permitting inventors to obtain a reward without resort to litigation. 

Approximately 26 cases have been presented to the Board, and 2 
awards of considerable importance have been made; 1 to the Fermi 
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group for the patent on neutron moderation and nuclear transforma- 
tion, developed by Fermi and his associates at the University of 
Rome, and to Prof. Glen Seaborg’s group for its contribution to 
plutonium chemistry. This section might well be retained and 
applied throughout Government, but it should be modified to effect 
compensation for voluntary submissions, and should not be an 
adjunct of the compulsory licensing procedure and antitrust sections. 

Booted 159 holds that nothing in the act shall affect the rights of 
the Commission to obtain assignment of inventions developed under 
the Government contracts. ‘This section is superfluous since it 
gives no rights to the Government that it does not already have, and 
may serve as a justification to Government for obtaining patent rights 
from its contractors. . 


Recommendation 


It is recommended to the Commission that its legislative proposals 
to the Joint Committee include a recommendation for outright repeal 
of the patent chapter of the act, with a return of atomic energy patents 
to the general patent statutes. . Special legislative treatment of atomic 
energy patents, whatever the original justification, is considered no 
longer necessary and an unfortunate anomaly. The return of atomic 
energy inventions to the healthy climate of the general patent statutes 
will be an important stimulus to technical progress in the atomic age. 

Short of total repeal of the patent chapter, immediate attention 
should be directed toward ameliorating the worse features of the 
present act, namely section 152, and to a lesser extent sections 151(c) 
and (d) and 155. The Cole bill has serious shortcomings, but it is 
generally preferable to the existing statute and if practical considera- 
tions dictate that it is the only bill which might be passed immediately, 
its passage should be favored as an interim measure. 


FOREIGN PATENTS 


Foreign reactor market of major economic and political importance 


The foreign market is assuming rapidly increased importance in 
the atomic energy field. The cost of power from conventional fuel 
abroad is considerably higher, and nuclear reactors are already ap- 
proaching economic competitiveness there. In addition to Europe’s 
needs for atomic power to free itself from complete dependence on 
foreign oil supplies, atomic energy has immense psychological, political 
and prestige value for its developers. 

It has been estimated that the foreign market will be the primary 
commercial outlet for American equipment manufacturers for perhaps 
a decade; it may take at least that length of time for nuclear power to 
become competitive in the United States. The establishment of a 
strong foreign nuclear energy position by the United States is a 
cardinal principle of American foreign policy and has the enthusiastic 
backing of the administration, the Joint Committee, and both political 
parties. In fact, one of the most frequently advanced arguments for 
the more rapid advancement of our domestic atomic energy program 
though the need for atomic power is not as pressing in the United 
States, is that it will serve to enhance our prestige and influence 
throughout the world. 

Chairman Durham expressed this firm national policy in an address 
on May 22, 1957. 
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The foreign field may * * * offer our greatest opportunity. Thus the tre- 
mendous program announced by the Euratom group would seem to offer real 
opportunity for American atomic equipment companies to sell services and equip- 
ment during the lean development years in this country. Opportunities may also 
be had in Japan, Latin America, and the underdeveloped countries of Asia. I 
say these things advisedly, for atomic energy development has become a part of 
our foreign policy. 

Value of foreign patents 

The American manufacturer doing business abroad in any field 
undertakes many risks; these risks are compounded in the atomic 
energy field by such problems as performance warranties and possible 
third party lability for radiation incidents. The American manu- 
facturer has traditionally protected his entry into the foreign market 
by securing patents on his products. The foreign patent t has 
many real and intangible benefits. The most important value of the 
foreign patent is the incentive for investment of capital abroad. The 
patent represents industrial property which is useful in negotiation. 
A foreign patent portfolio would increase the attractiveness of Ameri- 
can firms as partners in cooperative arrangements with foreign organ- 
izations. A patent is also invaluable as a counterweapon in the 
event of litigation brought by a European party. Patents prevent 
unfair appropriation of a product by others, and if necessary can be 
tented owever, the very existence of a patent inhibits such 
appropriation and reduces litigation. The patent also has intangible 
but nonetheless important prestige value which may improve sales 
potential. 


Benefits of foreign patents not available to Commission contractors 


None of these benefits of foreign — is available to American 


manufacturers under the current AEC patent policy. The Com- 
mission retains title to all foreign patents in atomic energy. The 
Commission permits its contractors to take out foreign patents but 
— their assignment to the Government; this obviously affords 
little incentive for expenditure of private funds. 

The only slight benefit resulting from Government ownership is 
that the inventions may be used without fear of suit by others; but 
the patents are in fact available to use by foreign groups and no prefer- 
ential position is thus afforded American industry. All the positive 
benefits of foreign patents indicated above are lost, and much the same 
protection can be had by publication. Publication of an invention 
in the unclassified literature immediately bars anyone from obtaining 
a foreign poet thereon; this mean that anyone can use the invention 
without fear of patent infringement and it is therefore the general 
equivalent of a patent which is obtained at much greater expense but 
not utilized. None of the positive benefits of foreign patents can 
accrue to American industry by Government ownership, because the 
Government has historically never enforced its foreign patent holdings 
and has never been active in their obtainment. 

Lack of foreign economic interests and fear of adverse reaction by 
foreign governments has prompted this policy. For the moment, 
American companies have been able to enter into cooperative agree- 
ments with foreign organizations without bringing a substantial 
omg portfolio. This is because the American firms for the time 

eing have technical skills and experience which are attractive without 
proprietary rights. However, it should be recognized that our tech- 
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nical lead is a rapidly wasting asset, which must be secured before the 
capable foreign technical organizations acquire sufficient competency 
to become independent. American industry must be able to acquire 
a foreign proprietary and equity position in the relatively near future 
to prevent possible loss of the oreign market, with a resulting loss of 
income and of world prestige and influence to the American Nation 
that can be ill afforded. 


Foreign governments actively exploit atomic energy patents 

In contrast with the policies the Commission has followed in behalf 
of American industry abroad, foreign Governments, including those 
which are in direct competition with private American firms, are very 
candidly and openly following active patent programs in other coun- 
tries. These patients will be used to further the foreign commercial 
interests of these countries. Such a program is perfectly proper and 
legal, and must be accepted as an economic fact of life; but it does 
raise the need for an effective foreign patent position in American 
industry. 

As an example of the active foreign patent programs being followed 
by the British and French Governments, the British Atomic Energy 
Authority acquired 40 patents and the French Commissariat a 
Energie Atomique acquired 19 patents in Belgium for the period 
October 1956—October 1957. A British atomic ene publication, 
Applied Atomics—World ‘Report to Business and Industry, poe 
odically carries a listing of Atomic Energy Authority patents available 
for licensing at a ro aa rate estimated at 5 percent. The French 


Government, soon after the discovery of fission by Hahn and Strass- 
man in 1939, obtained extremely basic reactor patents arenes the 


world, based on the work of Joliet-Curie, Halbein, and Kowarski. 
While these patents would normally have expired by now, they have 
been extended and are currently active in several countries, due to 
special moratorium provisions designed to compensate patent owners 
for losses caused by the late war. 


Patent situation in Germany 


This situation is particularly serious in Germany where the French- 
owned patents were first issued beginning in 1953 under the terms of 
law No. 8 enacted by the Allied Occupation High Commission. 

These patents (see, for example, Nos. 822, 144; 902, 282; 966, 907) 
will, therefore, run until the mid-1960’s. The broad nature of these 
patents ak virtually any thermal reactor) and the traditional 
respect afforded Germany patents will require American manufacturers 
operating in Germany to pay careful attention to these documents. 

The French Government has been active in the exploitation of its 
foreign holdings. It presently has a suit pending before the U.S. 
Patent Compensation Board for alleged use of French inventions by 
our AEC. In those countries which require compulsory licensing of a 
oe which has not been actively used at a royalty rate determined 

y the particular country’s patent office, the French have petitioned 
to be exempted from such compulsory licensing. One example of this 
latter situation was found by an American manufacturer in connection 
with its sale of a reactor to Denmark. 


Analysis of reasons offered for present AEC policy 


It has been suggested that the Commission cannot grant foreign 
patent rights to its American contractors for several reasons. One of 
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these is that patents are needed for intergovernmental patent exchange 
agreements. One such agreement in the atomic energy field was with 
the British Government, as part of a mutual cooperation arrangement 
reached during World War II. 

Under this agreement, the Governments exchanged patent holdings 
in each other’s country but retained royalty-free licenses in the trans- 
ferred patents; the exchange did not extend to third countries. The 
Commission has felt that such an agreement was necessary to protect 
its freedom of operation in the United States. . 

Under this agreement only the Government is protected and 
American industry could find itself paying royalties in Great Britain 
on its own inventions since royalty-free licenses were not guaranteed 
industry. The value of such an agreement in the atomic en field 
is questioned because of the disparities in the relative technologies. 
Examination of those British patents which have issued to AEC in 
the United States (for example U.S. patent 2,807,580) indicate that 
they would have been of little value in British hands due to their 


highly restricted scope as compared with patents of generous scope 
which are obtainable in Britain. 


Basic weakness of intergovernmental patent exchange agreements 


The basic weakness of such an agreement, however, is that American 
industry is primarily interested in protecting and using its own prod- 
ucts and not in employing forei systems which are less well regarded. 
Even with the patent rights obtemed, American industry could not 
eresiieey: compete in the marketing of these products, were it so 
inclined, lacking complete technical information and experience with 
such systems, and because of higher American labor costs. Not 
only would American industry not have a preferential position with 
regard to its own developments abroad, but it might actually have to 
pay royalties thereon to a foreign government. 

here are indications that ‘the Commission does not regard this 
argument for its retention of foreign patent rights too highly. Such 
agreements have been infrequent and the Commission has but recently 
initiated an adequate foreign patent program. Furthermore, title 
is not needed in any event in Grccmiibena for cross-licensi e- 
ments, as contrasted with outright exchange of patents. The Go - 
ernment would probably require a license in foreign patents origi- 
nating under contract for governmental and mutual defense purposes. 


This sort of a license provides sufficient flexibility for all purposes of 
Government. 


Soundness of foreign patent rights being retained by AEC contractors 

Another suggested concern over granting foreign patent rights to 
AEC contractors is that the patents may not be Svallable for use by 
all industry. The comments made previously under “Contract 
Policy”, noting the present economic situation of the industry, and 
the need for stimulation of private effort, are again invited to atten- 
tion. In addition to these considerations, there are still further 
compelling reasons for granting foreign patent rights to Commission 
contractors. 

Foreign patents are very costly to obtain, and once granted, working 
fees and taxes must be paid to the foreign government, usu in 
increasing amounts over the life of the patent. Taxes may equal the 
initial cost of obtaining the patent. Therefore, retention of the foreign 


190 ATOMIC ENERGY PATENTS 


patent by the contractor provides compensation for obtaining, main- 
taining and defending the patent. 

Stimulation is needed for investment in areas where the risks are 
even greater than in the domestic market, due to innumerable economic 
and perhaps political complications. 

The possibility of a foreign proprietary position will encourage 
rather than discourage foreign participation by other American firms, 
and will provide an additional incentive for qualified organizations to 
take AEC contracts. Industry normally voluntarily cross-licenses 
patents in its own interests, and a number of voluntary patent pools 
have been established, such as in the aircraft and electronics industries. 
In all likelihood, voluntary arrangements for cross-licensing of foreign 
atomic energy patents under reasonable terms will be worked out. 
This soondiaal is decidedly better than Government retention of foreign 
patents. With Government retention, no competitive advantage will 
accrue to any American firm because of the historical and practical 
reasons against positive use of foreign patents by Government. 

In weighing the relative needs and requirements of Government 
and industry for foreign patents, those of industry far outweigh the 
small ones of Government. 


Stimulation of American nuclear interests abroad consistent with diplo- 
matic goals 

A basic misconception which must be overcome is that the further- 
ance of American commercial interests abroad by such means as 
foreign patents is somehow inconsistent with the spirit of the atoms for 
peace program. It is felt that, on the contrary, providing incentive 
for investment of American capital abroad is the surest way of bringing 
benefits of atomic energy to foreign countries and compensating the 
American Nation for the public moneys and the private skills and 
initiative which have been devoted to the development of atomic 
energy. 

The loss of foreign reactor markets would also adversely affect our 
domestic economy by decreasing manufacturing activity and employ- 
ment. The Department of State has repeatedly encouraged foreign 
investment in other fields as a way of furthering our diplomatic goals 
and this policy is perfectly applicable in the atomic energy field. 


Recommendation 


It is recommended that the Government accept a positive responsi- 
bility for furthering American nuclear interests abroad. This would 
change the present contractual policy with regard to patents, to permit 
the developing contractors to obtain foreign patents, it being under- 
stood that the Government will retain a license in any such patents for 
governmental and mutual defense purposes. 

Such policy would stimulate the entry of American industry into 
the foreign atomic energy market, enhance U.S. world prestige and 
and influence and bring the benefits of atomic energy to foreign peoples 
most rapidly in the spirit of the atoms-for-peace program. 

It would put an end to the present hazard that American inventions 
may be usurped by foreign nationals. The resulting increased domestic 
manufacturing activity will be beneficial to our economy and serve as 
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additional compensation for the financial and technical contributions 
the American people have made to atomic energy. 


Atomic InpustriAt Forum, INc., 


New York, N.Y., April 15, 1958. 
Mr. Epwarp Dtamonp, 


Associate General Counsel, 
U.S. Atomic Energy Commission, 
Washington, D.C. 


Dear Ep: The Committee on Patents, Copyrights, and Proprietary 
Information of the Atomic Industrial Forum has recently been re- 
viewing the patent problems in the atomic field. As a result of this 
review, it has prepared a memorandum for circulation among members 
of the forum. 

You have suggested that this memorandum might be useful to the 
Commission in its current review of the atomic patents situation and 
have requested that a copy be sent to you for inclusion in the record 
of the patent hearing. Cotibeasinty’ I am enclosing one copy of it 
with this letter. The forum has, of course, no objection to your in- 
cluding this memorandum as part of the record of the patent hearing. 

Very truly yours, 
(Signed) Bill, 
Wituuam A. W. Kress, Jr., 
Chairman, Committee on Legal Problems. 


MEMORANDUM OF SUBCOMMITTEE ON PATENTS, COPYRIGHTS, AND 


PROPRIETARY INFORMATION OF THE Atomic INDUSTRIAL Forum, 
INc. 


The Forum’s Subcommittee on Patents, Copyrights, and Proprie- 
tary Information, in view of the renewed interest in atomic patent 
problems, has considered certain segments of the AEC’s patent pro- 
gram which, within the framework of existing law, appear deserving 
of examination. The subcommittee has prepared this memorandum 
with the hope that it will be helpful in identifying certain problems 
and in suggesting some possible avenues of exploration. 

This memorandum is addressed to the following areas: (1) AEC 
standard patent clauses; (2) section 152 problems; (3) foreign patent 
rights; and (4) rights to background technology. 

1. AEC standard patent clauses —The standard patent clauses 
presently used by the AEC in its contracts and subcontracts reflect 
patent policies which were developed during the war and carried on 
after the passage of the Atomic Energy Act of 1946. These policies, 
which are relatively restrictive in comparison with governmental 
practices generally with respect to the rights granted to contractors, 
were developed at a time when the atomic energy program was largely 
shrouded in secrecy and when its efforts were directed essentially 
toward the development and production of weapons. During this 
earlier period there may also have been concern that the initial par- 
ticipants in the program, through their access to classified technology 
not available to the public generally, might secure a dominant position 
in this new field if they were granted substantial patent rights. 
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With the public interest in rapid advancement of the peaceful uses 
of the atom, widespread participation in the field, extensive declassi- 
fication, broad access to restricted data for private purposes, and 
ownership by the Government of substantial patent rights to basic 
technology, it would appear that at least some of the considerations 
which led to the adoption of the original policies may no longer exist. 
Lack of economic incentive is a principal problem facing the atomic 
energy industry today. A policy of allowing more substantial patent 
rights to be seed by C contractors might help to provide a 
greater measure of economic incentive to those already in the field, 
as well as to those who are undecided about entering the field. There- 
fore, it would seem desirable to consider whether in the atomic energy 
field the public interest will be better served by a patent policy per- 
mitting Commission contractors to retain substantial patent rights. 
For example, patent provisions along the lines of those used by the 
Department 7 Defense might be considered. 

The chapter in the AEC manual dealing with patents appears to be 
a complete statement of the clauses which may be incorporated in 
AEC contracts and of the criteria determining which clause is to be 
used. Actual experi~=.ce shows, however, that in the course of con- 
tractual negotiations substantive modifications and refinements are 
made in the clauses incorporated in contracts for certain materials 
and under certain circumstances, but no indication of this is contained 
in the AEC manual 

It is recognized that modifications of standard language will be 
necessary in individual cases because of the special circumstances of 
a particular case and because flexibility is required to enable these 
cases to be handled on an individual, negotiated basis. However, 
where the Commission has seen fit to allow the contract to retain 
greater patent rights than are called for by the AEC manual, such 
as in the case of fuel element manufacturers, it would seem desirable 
that the AEC manual describe what the criteria are and what rights 
will be granted. Such an approach would not only provide to all 
concerned a more complete and accurate picture of the Commission’s 
patent policies but would also help to assure comparable treatment 
of contractors similarly situated and would reduce the number of 
cases requiring individual negotiation. 

2. Section 152 problems.—The sweeping language of section 152 of 
the 1954 Atomic Energy Act, under which any atomic energy inven- 
tions “made or conceived under any contract, subcontract, arrange- 
ment, or other relationship with the Commission, regardless of 
whether the contract or arrangement involved the expenditure of 
funds by the Commission, shall be deemed to have been made by the 
Commission’’ has created much uncertainty about the scope of the 
section, particularly the phrase “arrangement or other relationship 
with the Commission.’”” However, section 152 confers upon the 
Commission the power to waive its claim to any such inventions. 
As of the present time, the Commission has made very limited use 
of this waiver power, at least as far as waivers in advance are con- 
cerned. It would appear that there are other areas, in addition to 
those in which the Commission has acted, which are deserving of 
careful examination by the Commission for possible exercise of its 
waiver power. For example, it seems reasonable that the Commis- 
sion be prepared to rely on the terms of its contracts or subcontracts 
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to define the patent rights of the parties rather than relying on 
section 152. Increased use of the advance waiver power by the 
Commission might be helpful in minimizing the difficulties resulting 
from section 152 and in providing valuable guidance. 

3. Foreign patent rights.—The policies adopted by the AEC in the 
complex field of foreign patents take on special significance in the 
light of the fact that, in the immediately foreseeable future, foreign 
markets may hold greater promise for certain atomic energy products 
than do domestic markets. At the same time the problems encoun- 
tered in this field have many ramifications because of the interrelations 
between foreign patents and U.S. foreign policy. This field is there- 
fore deserving of careful appraisal to ascertain what steps can be 
taken, consistent with major U.S. foreign policy objectives, to enable 
the U.S. atomic energy industry to compete successfully for foreign 
markets. 

Atomic energy patents are expected to be an important element in 
the ability of American equipment manufacturers to compete in some 
foreign countries. In some countries possession of an extensive port- 
folio of patents by foreign governments and firms may seriously 
hamper Rnoatiogs competition. Increased filing by the AEC in for- 
eign countries, or prompt publication by the AEC in many instances, 
would appear to be one method of helping to prevent the erection of 
patent barriers against the participation of U.S. manufacturers in 
foreign markets, at least with respect to patent barriers based on 
U.S. developed technology. American companies which have made 
inventions under AEC contracts have indicated reluctance to assume 
the financial burdens of foreign filings because current AEC policies 

ant them only a nonexclusive license to patents in the atomic ener 

eld. They apparently consider this defensive protection to be insuffi 
cient to justify the financial expense involved, particularly when in 
many cases an equivalent position can be obtained more rapidly and 
more simply by publication. 

Even if some defensive protection is obtained either by publication 
or by increased AEC foreign filings, there would still remain an unre- 
solved obstacle to successful participation by American industry in 
foreign atomic energy programs. The rights which flow from owner- 
ship of foreign patents based on U.S. technology are expected to be 
of considerable importance in obtaining foreign markets. Such 
patent rights would also provide increased opportunities for licensing, 
negotiation, and cooperative arrangements. Accordingly, it would 
appear desirable for the AEC and interested members of the atomic 
industry to reexamine the considerations upon which present practices 
in the foreign patent field are based and consider whether the national 
interests of the United States would be better served by allowing its 
contractors to retain more extensive patent rights in the foreign field. 

4. Rights to background technology.—Another area which gives rise 
to numerous problems and which deserves examination by the Com- 
mission is that of dealing with rights to background technology, 
whether patented or not. The standard contract clause dealing with 
background rights grants to the Commission broad rights to patents 
and technical data which were not developed under the contract. 
Background technology is an important part of a contractor’s com- 
petitive position. Further consideration might well be given by the 
Commission and the atomic industry to the protection of contractors’ 
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background technology to the maximum extent consistent with meet- 
ing the Commission’s real needs and public interest responsibilities 
in each instance. 

The subcommittee recognizes that the problems which exist in the 
atomic energy patent field, some of which have been touched on in 
this memorandum, are numerous and by no means easy. The Com- 
mission’s current reappraisal of its patent program and its request for 
widespread public comment are commendable steps in the right direc- 
tion and are deserving of every assistance and encouragement. 





CHAPTER VII. PATENT POLICIES OF OTHER 
FEDERAL AGENCIES 


1947 REPORT OF THE ATTORNEY GENERAL 
TO THE PRESIDENT 


PATENT POLICIES AND PRACTICES OF GOVERNMENT 
DEPARTMENTS AND AGENCIES RELATING TO INVEN- 
TIONS OF THEIR EMPLOYEES AND CONTRACTORS 


I have the honor to submit my Frat Report of the investi- 
ation which the Department of Justice undertook at the request of 
President Franklin Delano Roosevelt in 1943, dealing with the patent 
policies and practices of the several departments and agencies of the 


Government concerning inventions made by their employees and 
contractors. 

This Final Report consists of the Report Proper and 19 separate 
Monocrarus. The Report Proper summarizes past and current prac- 


tices, presents my findings and conclusions, and submits my recom- 
mendations for a uniform patent policy for the Government of the 
United States. The Monographs incorporate or summarize the vast 

y of data collected in the course of the investigation, and consist 

a Monograph on the relevant principles of law; a Monograph de- 

ribing prior studies of this and related subjects during the last fift 

ars; 14 Monographs on the patent policies and practices of eac 

ederal department and agency which is concerned with the instant 

roblem; a Monograph on the governmental patent practices of the 
0 most industrialized foreign countries; a Monograph on the patent 
practices of more than 50 educational and nonprofit organizations in 
the United States; and a Monograph on the patent practices of the 
leading industrial laboratories in the United States. The Report 
Proper is contained in Volume I of this Study, while the Monographs 
are incorporated in Volumes II and III. 

The size of this Final Report calls for handy summaries. Each of 
the 17 Monographs dealing with the patent practices and policies of 
governmental and nongovernmental organizations therefore contains 
a summary of its contents. There follows a summary of the Report 
Proper, briefly describing my findings, conclusions and recom- 
mendations. 

195 
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SUMMARY OF FINDINGS, CONCLUSIONS, AND RECOM- 
MENDATIONS OF THE ATTORNEY GENERAL 


I. Parent Aspects or GOVERNMENT RESEARCH 


The research and development activities of the Government have 
mirrored our national history, concentrating on military science in 
revolutionary times, expanding to meet the needs of agriculture, public 
health and other fields in the nineteenth century, and sky-rocketing 
during the past five years into a multi-billion dollar program con- 
cerned primarily with aviation, transportation, communications, ord- 
nance and atomic energy. Federal participation in postwar research 
will be large and of major significance. The fruits of this great 
national resource are advances in science and technology, usually sus- 
ceptible of civilian as well as governmental uses; and since many of 
these advances consist of patentable inventions, their use and enjoy- 
ment by the Government and by the people of the United States may 
depend upon the control of patent rights. 

his Study has sought the answer to the following inquiry: What 
disposition of patent rights as between the Government, its employee 
or contractor, and what use of patent rights owned by the Government, 
will best serve the public welfare and stimulate the progress of science 
and the useful arts? 


II. Inventions Mape By GoveRNMENT EMPLOYEES 


A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


Inventions financed with public funds should inure to the benef 
of the public, and should not become a purely private monopo 
under which the public may be charged for, or even denied, the us 
of technology which it has financed. The weight of informed opinic 
and the evidence of experience establish that the ownership of pater 
rights is not a necessary form of incentive to the great majority o 
Government scientists and technicians. Such opinion and experience 
further establish that patent rights are in fact an undesirable form 
of incentive because they may induce lack of cooperation and secretive- 
ness eee workers; may unduly emphasize the patentable 
phases of their work; would provide an unequal form of reward for 
performance of comparable merit and usefulness; and would permit 
public-financed technology to be suppressed, used restrictively, or 
made the basis of an exaction from the public to serve private 
interests. 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. The Government should obtain all rights to inventions made by 
its employees (i) during working hours, or (ii) with a substantial 
contribution by the Government (in the form of ee 


materials, funds or information, time paid for by the Government, 
or services of other Government personnel), or (ili) bearing a direct 
relation to the employee’s official functions. 
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2. In other cases, where there is some contribution by the Govern- 
ment, or some relationship between the invention and the employee’s 
official functions, but where these are clearly insufficient to warrant 
the assignment to the Government of all rights in the invention, as 
determined by the Government agency concerned, with the approval 
of the Government Patents Administrator (the head of the central 
agency which this Report recommends be established to administer 
the Government’s patent policy), ownership of the invention should 
be left to the employee, subject to a nonexclusive, irrevocable, royalty- 
free license to the Government to make, have made, use and dispose of 
the invention, and also subject to the obligation on the part of the 
inventor or his assignee to exploit the invention diligently or to 
grant nonexclusive licenses thereunder at a reasonable royalty to all 
applicants. 

3. In all other cases, the Federal employee should retain all rights 
to his inventions, subject to existing provisions of law. At the in- 
ventor’s election, the Government may undertake to patent the in- 
vention free of any charge to the inventor under the Act of 1883 as 
amended, subject to the governmental license provided for therein. 


III. Rewarps to EMPLOYEES 


A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


1. Any system of special financial rewards, Bromotions or salary 
increases to employees on account of their making a patentable in- 


vention or discovery is undesirable because, by offering a premium to 


the employee who produces the invention, it avy induce secrecy and 


lack of cooperativeness on the part of research and technical em- 
ployees; it will involve administrative difficulties of selecting the 
person to be rewarded whenever the invention was the result of group 
endeavor; it may create dissatisfaction among unrewarded members 
of a research group as well as among personnel assigned to functions 
not likely to produce a patentable invention; and it may lead the 
employee to slight or ignore such functions. 

2. A general system of cash bonuses, promotions and salary in- 
creases for meritorious suggestions or ideas, regardless of whether 
they are patentable or not, would be free of these objections and may 
tend to remedy any inadequacies in the salary structure. 

3. A valuable form of incentive and reward for outstandin 
scientific contributions and suggestions within the Government said 
be public, official and professional recognition of meritorious con- 
tributions. 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1, The establishment of a system of cash bonuses, promotions and 
salary increases for scientific or technological suggestions or contri- 
butions should be left to the initial determination of each Federal 
agency, but as a matter of basic Government policy, no system should 
should be maintained within any agency which in terms or in practice 
is limited to or emphasizes the patentable invention, or which offers 
greater reward for an invention than for other types of scientific or 
technological suggestion or contribution. Any reward system should 
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make adequate provision for entire research groups or teams produc- 
ing valuable scientific advances. 

2. A system should be established, under the direction of the 
Government Patents Administrator, to provide for public, official and 
professional recognition of meritorious scientific contributions and 
advances by Federal employees, through the issuance of certificates 
of merit by the President or the head of the Federal agency, announce- 
ments to the press, articles in scientific periodicals, and other forms of 
recognition. 

3. All Government agencies adopting a system for rewarding 
valuable scientific or technological suggestions and contributions 
should report the operations and success of the system periodically 
to the Government Patents Administrator, who should correlate the 
experience of each agency, and inform, advise, and make recom- 
mendations from time to time concerning the operation and improve- 
ment of the system. 

4. A survey should be made of the Government salary scale for 
scientific and technical personnel, in order that such upward revisions 
should be made as may be warranted by the recent rise in the cost of 
living and other pertinent factors. 


IV. Inventions Mave By Government ConTRACTORS 
A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


1. Where patentable inventions are made in the course of perform- 
ing a Government-financed contract for research and development, 
the public interest requires that all rights to such inventions be 
assigned to the Government and not left to the private ownership of 
the contractor. Public control will assure free and equal availability 
of the inventions to American industry and science; will eliminate’ 
any competitive advantage to the contractor chosen to perform the 
research work; will avoid undue concentration of economic power 
in the hands of a few large corporations; will tend to increase and 
diversify available research facilities within the United States to 
the advantage of the Government and of the national economy; and 
will thus strengthen our American system of free, competitive enter- 
prise. 

2. To leave patent rights to the contractor may permit the suppres- 
sion of an invention paid for by the public, or the imposition of an 
assessment for its use by the public to serve private advantage. It 
would constitute an unequal form of reward for comparable perform- 
ance, and would tend to unbalance Federal research by making more 
desirable those aspects likely to lead to commercially valuable patent 
rights. 

5. Expert opinion and experience within and without the Govern- 
ment support the conclusion that a policy of public ownership of 
inventions made under Government contract would be acceptable to 
a sufficient number of competent private and institutional laboratories 
to make it workable. However, exceptions to the basic policy should 
be allowed where necessary in emergency situations, to permit the 
contractor to retain the patent rights to inventions to which he has 
already made a substantial independent contribution; but in all such 
cases the Government should obtain at least a free license under the 
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resulting inventions and should prohibit their suppression or the 
assessment of unreasonable charges for their use by others. 

4. The weight of evidence is that the policy recommended herein 
will not substantially increase the costs of Government research con- 
tracts, nor diminish the efforts of the contractor’s organization to 
perform the work competently. To the extent that extra costs may 
result from the recommended policy, they would be fully justified by 
the advantages of making publicly-financed technology broadly and 
freely available. 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


i. As a basic policy, all contracts for research and development 
work financed with Federal funds should contain a stipulation pro- 
viding that the Government shall be entitled to all rights to inventions 
produced in the performance of the contract. 

2. If the head of any Government agency certifies, with the ap- 
proval of the Government Patents Administrator, that an emergency 
situation exists requiring that an exception be made to the basic policy 
in a particular case in respect of prospective inventions to which the 
contractor has made a substantial independent contribution prior to the 
award of the contract, such exception may be made, upon such terms 
and conditions as the Administrator may prescribe or approve. Every 
such exception should, to the extent possible, be subject to the follow- 
ing conditions: 

(a) The head of the agency concerned should certify, with the 
approval of the Government Patents Administrator, that he has made 
a reasonable effort to enter into a contract for the research or develop- 
ment work in question with a qualified organization in accordance with 
the Government’s basic patent policy, but has been unsuccessful. 

(6) The contract as awarded should stipulate that the contractor 
will be permitted to retain patent rights only to inventions which in- 
volve a substantial independent contribution by the contractor or his 
staff antedating the work called for in the contract, as determined by 
the head of the agency with the approval of the Government Patents 
Administrator, or, in appropriate cases, by arbitration. 

(c) The contractor should grant the United States a nonexclusive, 
irrevocable, royalty-free license, to make, have made, use and dispose 
of any inventions awarded to him under the contract. 

(d) The contractor (or his assignee) should agree to place the in- 
vention in adequate commercial use within a designated period; and 
if at the end of such time the Government determines that such use 
is not being made, the contractor (or his assigneee) should be required 
to offer nonexclusive licenses at a reasonable royalty to all applicants. 

3. Cooperative research projects shall also be subject to the basic 
patent policy, but the head of the agency concerned, with the approval 
of the Government Patents Administrator, may make an exception 
to this policy in a particular case when a proper showing of the need 
therefor has been made; provided, however, that the conditions of 
section 2 above shall be observed to the extent feasible. 

4. To the extent permitted by law, grants of Federal funds for 
research or development work which may result in patentable inven- 
tions should be subject to the same patent policy as pertains to research 
and development contracts. 
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V. ADMINISTRATION OF GOVERNMENT-OWNED PaTENT RIGHTS 
A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


1. The public interest will best be served by opening Government- 
owned inventions to general public use, without discrimination or 
favoritism among users. 

2. While opinions vary, the weight of experience is that Govern- 
ment-owned technology can for the most part be exploited to a satis- 
factory extent under a system of nonexclusive licensing or public 
dedication. In the occasional situation where the commercial use and 
exploitation of worth-while inventions is discouraged by the need for 
a substantial investment in promotional, developmental and experi- 
mental work, with the attendant risk of loss, the Government should 
finance such operations, in whole or in part, to demonstrate or prove 
the commercial value of the invention. This method of encouraging 
— use of the invention is preferable to the grant of an exclusive 
icense. 

3. The issuance of exclusive licenses under Government-owned 
inventions presents the difficulties of selecting one out of numerous 
applicants (for which purpose competitive bidding is undesirable and 
unsuited), policing the licensee’s operations, and detecting and prose- 
cuting infringers. The outright sale of an invention would deprive 
the Government of control over its use, and would permit its suppres- 
sion or the exaction of an unreasonable charge for its use by the public. 
Moreover, the price received by the Government for the invention is 
apt to be far less than the ultimate cost to the public of using it. 

4. As a general rule, the licensing of Government inventions on 
a royalty basis is objectionable because it may be difficult to fix a roy- 
alty which will be fair to all; it will necessitate detecting and prose- 
cuting infringers; and it involves the imposition upon the public of 
a charge for the use of technology paid for with public funds. The 
financing of research by general taxation appears to be a simpler and 
more equitable method. 

5. The licensing of Government inventions under conditions relat- 
ing to the use of the invention or its resulting product is likewise 
objectionable as a general rule, because it will require policing of the 
licensee’s operations, and the detecting and prosecution of infringers. 
Control over the use of the invention or its product may more effec- 
tively be imposed by other means. 

6. Patenting of Government inventions affords greater protection 
than publication of the unpatented invention, and permits controls 
to be imposed in appropriate cases upon the use of the invention. 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. As a basic policy all Government-owned inventions should be 
made fully, freely and unconditionally available to the public with- 
out charge, by public dedication or by royalty-free, nonexclusive 
licensing. 

2. As soon as an invention is completed under circumstances givin 
the United States the right to any patent rights therein, it shoul 
be covered by a patent application, unless the head of the agency 
finds that adequate protection of the public interest may be had by 
reducing the invention to practice, publishing it, and fully disclosing 
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it to the Patent Office in such form as to make it a part of the 
prior art. 

3. All inventions and patent rights now owned or controlled, or 
hereafter acquired, by the United States or any agency thereof, corpo- 
rate or otherwise, should be listed in the register of Government 
patent rights in the United States Patent Office, and copies or ab- 
stracts thereof should be freely distributed to Government agencies, 
public libraries, universities, trade associations, scientists, industrial 
and commercial organizations, and other interested groups and 

rsons. 

4. To the extent that funds are or may be made available for 
the purpose, projects should be inaugurated by the interested Govern- 
ment agencies under the supervision of the Government Patents Ad- 
ministrator, to demonstrate and publicize promising inventions at key 
industrial and scientific centers, in order to inform and interest busi- 
ness and science, and particularly small business, in their use or devel- 
opment and to eliminate any obstacles to their successful exploita- 
tion. Similar publicity should be given to scientific and technical 
information of an unpatentable nature, acquired by the Government. 

5. If the Government Patents Administrator or any other Govern- 
ment agency believes that the commercial use and exploitation of a 
promising invention would be aided by preliminary experimental, 
developmental or pilot-plant operations to establish its practicality 
or effectiveness, the Government Patents Administrator may recom- 
mend such projects to the appropriate Government agency or to 
Congress for adoption. 

6. The Government Patents Administrator should prepare and 
submit to the President for approval a program to encourage and 
sponsor the use and practice of Government-owned inventions by small 
and new business concerns, and should report periodically on the ex- 
tent of use of Government-owned inventions. 


VI. Foreren Ricuts 


Under every invention in which the Government es a free, 
a 


nonexclusive license in the United States, it should 
similar license operative in foreign countries. 

Under every invention to which the Government acquires title in 
the United States, it should also acquire the right to control the owner- 
ship, use and disposition of the foreign patent rights therein. 

If in respect of any invention acquired by the United States, the 
head of the agency and the Government Patents Administrator find 
that control over the foreign rights is not necessary or desirable in 
the public interest, such rights may be released to the employee or 
contractor involved, subject to any terms or conditions deemed proper 
in the public interest. 


acquire & 


VII. Secrecy 


Employees and contractors of the Government should be required 
to agree, in respect of any inventions made by them which the Gov- 
ernment determines should be kept secret, that they will not disclose 
the invention to any unauthorized person, or assign any rights therein, 
or file any domestic or foreign patent applications, unless and until 
authorized to do so by the Government. 
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VIII. Untrorm Poticy anp Procepure 
A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


1. President Roosevelt’s letter inaugurating this Study noted the 
“need for a uniform / Raraageobirgen: policy with respect to the 
ownership, use or control of inventions made by employees of the 
Federal Government, or by employees of Government contractors in 
the course of performing contracts financed by the United States,” and 
this investigation has fully demonstrated the soundness of that ob- 
servation. A uniform policy will extend to all Federal agencies the 
benefits of sound patent principles, will avoid competition among 
the agencies, and will strengthen the Government’s bargaining posi- 
tion. Exceptions to the basic policy, where these prove desirable, 
should also Be governed by uniform principles centrally administered, 
to avoid conflict and a possible breakdown of the policy itself. 

2. The patent policy recommended. above, since it has to do with 
employment and contracting within the executive branch, may be 
rescribed by executive order and implemented by departmental regu- 
ations. It does not affect the existing patent laws or the present 
patent system in any respect. 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. A Government Patents Administration should be established 
by the President, headed by a Government Patents Administrator to 
be appointed by the President, and assisted and advised by an Ad- 
visory Patents Board consisting of representatives of Government, 


industry, labor, education, and the consuming public. The Govern- 
ment representatives should consist of one person from each of the 
following Government aqencee: Departments of Agriculture, Com- 


merce, Interior, Justice, Navy and War; Federal Security Agency; 
Federal Works Agency; National Academy of Sciences; National 
Advisory Committee for Aeronautics; Office of Scientific Research 
and Development, or its successor; Reconstruction Finance Corpo- 
ration; and Tennessee Valley Authority, designated by the head of 
the agency. The other representatives should t be designated by the 
President. 

2. The Government Patents Administrator, assisted by the Patents 
Advisory Board, should be charged with the functions of admin- 
istering, interpreting, and enforcing the uniform patent policy to be 
established by the President, and determining ae settling any con- 
troversies arising thereunder. 
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CHAPTER ONE 
THE PATENT ASPECTS OF GOVERNMENT RESEARCH 


Scientific and technological research conducted or financed by 
the United States represents a vast national resource, rivalling 
in actual and potential value the public domain opened to settle- 
ment in the last century. Because the control of patent rights in 
inventions resulting from such activities means the control of 
the fruits of this resource, it is important to determine upon a 
policy for the Government which will best serve the public inter- 
est, further the progress of science and the useful arts, and 
spread the benefits of the scientific advances as widely as possible. 


I. Government ResearcH 


The activities of the United States Government in the field of scien- 
tific and technological research and development almost mirror our 
national history and economic progress, The earliest research under- 
taken by the Federal Government, shortly after the Revolutionary 
War, was in the field of military science, which continued to be empha- 
sized during the early decades of our history. The emphasis grad- 
ually shifted to agrarian technology, and with the opening and devel- 
opment of our continent during the second half of the nineteenth cen- 
tury, the Government’s scientific exploration expanded considerably 
to meet public needs in the domain of agriculture, public health and 
other fields. Until the beginning of the second World War, the major 
part of Government research and development was still devoted to 
agrcaers and the development of land resources. The requirements 
of modern warfare then led scientific inquiry into such fields as avia- 
tion, ordnance, atomic energy, communications and shipping, which 
have accounted for more than three-fourths of the two billion dollars 
expended on Federal research during the five-year period 1940-1945. 
The war emergency also led to a great expansion in the technological 
equipment of the country, largely with Federal funds. To meet the 
unprecedented demands of World War II, existing Government 
research facilities were expanded, new plants and laboratories were 
constructed and equipped, and the full scientific resources of the 
country, including industrial and institutional as well as Government 
laboratories, were mobilized under Federal direction. 
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The increase in Federal research expenditures during the past 
quarter century has been spectacular. From an annual research 
budget of about $20,000,000 in 1920 and $50,000,000 in 1938, the Gov- 
ernment’s expenditures for scientific research leaped to over $700,000,- 
000 in 1944, exclusive of its activities in the field of atomic energy. 
The latter phase of wartime research added about $200,000,000 to the 
budget for pure research activities, and about 2 billion dollars if there 
is oben into account the cost of the pilot plants, manufacturing facili- 
ties and other equipment necessary for the production of the first atom 
bomb. Whereas before the war private industry financed about two- 
thirds of the Nation’s research, with about one-sixth coming from 
Government and one-sixth from universities and research foundations, 
by the end of the fiscal year 1944 the Government was financing more 
than three-quarters of all research, the total annual expenditure of 
which was at least doubled. During 1944, a year representative of the 
war period, the research functions of the Government engaged some 
36,000 civilian employees, of whom at least 20,000 were scientists and 
technicians. In that year about $500,000,000 in Federal funds (some 
70% of the total research expenditures) was paid to outside organiza- 
tions, most of it for research relating to aircraft, automotive transpor- 
tation, communications and synthetic rubber. 

More than a dozen Federal departments and agencies regularly 
conduct or finance an eit bees amount of research and development 
work in science and technology as a part of their normal functions. 


The most important agencies in this t are the Departments of 
War, Navy, Agriculture, Interior, and Commerce, and the National 
Advisory Committee for Aeronautics. eon the recent war, tem- 


porary agencies such as the Office of Scientific Research and Develop- 
ment and the wartime subsidiaries of Reconstruction Finance Corpora- 
tion also sponsored considerable research in significant fields. 

The Nation’s facilities for technological and scientific development 
(governmental, institutional and private), and the technical skill and 
learning available among our population, constitute one of our most 
valuable national resources. Congress has in fact displayed a con- 
siderable interest in this giant force which possesses such tremendous 
potentialities to serve the public weal, and bills have been introduced 
which would give direction and stimulation to national research and 
supply generous grants of public funds to aid it. This legislation, 
exemplified by the Kilgore and Magnuson bills, would establish a 
National Science Foundation to finance research at industrial, educa- 
tional, nonprofit and governmental laboratories, by means of contracts, 
loans and grants. The hearings on these measures during October 1945 
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before the Subcommittee on War Mobilization of the Senate Com- 
mittee on Military Affairs, at which leading scientists, business leaders, 
and Government officials endorsed the program, presage an important 
role by the Federal government in a greatly expanded postwar pro- 
gram of scientific research and development. 

Indeed, the nature of our modern industrial economy, and the 
marked acceleration of scientific advance in many fields during World 
War II, would seem to make inevitable a substantial participation by 
the Government in postwar research. The dramatic developments in 
the fields of radar, jet propulsion, rocket missiles and the atomic bomb 
have brought forcibly to our attention the significance of science and 
technology in modern war; but most of these developments have great 
peacetime potentialities as well. The overwhelming need for medical 
research to aid in establishing a higher norm of physical well-being 
in our country was sharply emphasized by the disconcerting results 
of the physical tests made in connection with Army admissions. And 
the forces which modern science can muster to meet those needs are 
exemplified by the wartime development of such products as the sulfa 
drugs, penicillin and DDT. 

One lesson repeats itself in this recital of scientific strides during 
World War IT: that the greatest advancements in the field of science 
will be encouraged and expedited if active participation and financial 
aid are supplied by the Government. This is particularly true in the 
field of basic scientific research, which was relatively neglected during 
the war years when emphasis was necessarily placed upon applied re- 
search. The technological problems posed by our present civilization 


are of such magnitude, and the need for their solution so urgent, that 
a by the pooling of resources and information on a nation-wide 


scale can the challenge adequately be met. The cost of the experi- 
ments and the developments; the knowledge, experience and informa- 
tion that must be accumulated and correlated; and the financial risks 
involved, are such that private industry, necessarily gauging its activi- 
ties by the possibility of profit and the risk of loss, would in all likeli- 
hood be unable to carry the burden by itself. Consequently, the 
Government must perform or underwrite the research in whole or in 
part, if the advantages of a concentrated attack upon the most vital 
problems are to be had. Legislation such as the Kilgore bill recognizes 
this truism and proposes to accomplish the desired objectives by a 
partnership arrangement between Government and private organi- 
zations, whereby the Government furnishes the funds and collects and 
disseminates information, and the private organizations actually carry 
out the research. 

Whether or not this proves to be the pattern of postwar research, 
Federal contribution and participation on a large scale seem certain. 
For the fiscal year ending June 30, 1947, about $700,000,000 was appro- 
priated for scientific research and development by the several Govern- 
ment agencies, excluding research on atomic energy. To this should 
be added some $800,000,000 available on July 1, 1946 as unliquidated 
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obligations from prior fiscal years, making a total of one and a half 
billion dollars, available for such research. 

Moreover, these activities will be carried on in the most modern 
manner and with the best available facilities. The Government’s re- 
search program has called —— and will continue to utilize the great 
private and institutional laboratories to an ever increasing degree, 
and in common with these organizations, the Government’s own re- 
search facilities involve, not the solitary inventor, but corps of pro- 
fessionals—engineers, physicists, chemists, mechanics—organized and 
centrally directed research teams engaged in cooperative attacks upon 
major problems. 


II. Parent Prortems Posen By GoveRNMENT-FINANCED RESEARCH 


Scientific research is one of our great national resources; and ad- 
vances in scientific and technological knowledge are its fruits. Since 
many of the discoveries and developments produced in the course of 
Government-financed research will be of a patentable nature, their 
use and enjoyment will depend upon the control of the patent rights. 

Patent rights have a triple significance to the Government. (1) 
They have an “immunity value,” as a means of reducing or eliminating 
the costs to thé United States of making or using inventions in con- 
nection with Government production or procurement. This aspect 
of the patent may be its most valuable feature, if the invention is use- 
ful principally or entirely to the Government; but such a situation is 
becoming progressively rarer as science continues to multiply the 
potential uses of every important discovery. (2) Patents have a 
“pecuniary value,” as an item of property which can be sold, licensed 
at a royalty, or used to acquire rights in other patents (for example 
through cross-licensing). (3) Patents have an “exclusionary value’ 
—the power to exclude others from the use of the invention or to per- 
mit use upon stipulated conditions. This power is of great 
significance. 

The “exclusionary” aspect of the patent is the source of the so-called 
“commercial rights” in the patent, since it enables the owner to ex- 
ploit the invention, or to suppress the invention in favor of existing 
processes and technology, behind the protective monopoly of the pat- 
ent, or to exercise some control over the activities of others by licens- 
ing the invention upon conditions to the extent permitted by law. In 
the hands of the Government, the patent possesses a unique, if some- 
what negative “exclusionary” significance, since it deprives private 
persons of any power to exclude or limit the use of the invention. 

These attributes of a patent acquire added importance when they 
relate to technological improvements which have both wartime im- 
portance and valuable potentialities for peacetime use, such as atomic 
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energy, radar, synthetic rubber, synthetic medicines, plastics, and jet 
propulsion. 

This Report is concerned primarily with the control, disposition and 
use of patent rights in inventions resulting from research conducted 
or financed by the Government, and with the formulation of a policy 
for such inventions that will best serve the public interest, further the 
progress of science and bring about the most widespread enjoyment of 
its benefits. The inquiry is pertinent to the several thousand patents 
and patent applications which the United States already owns or 
controls, mainly as a result of Government-financed research; and to 
the additional thousands under which it possesses a license. But 
chiefly it concerns the inventions and discoveries that will be produced 
each year in the course of Federal research activities—functions which 
may be expected to continue on a scale surpassing all prior peace- 
time operations. 

More particularly, this study has sought answers to the following 
problems relating to inventions made by a Government employee, a 
Government contractor, or some other recipient of Federal funds or 
facilities, and to patent rights otherwise acquired by the United 
States : 

1. Who should own or control the invention: The employee, the 
contractor, the grantee, the Government ? 

2. What rights, if any, should the others have therein? Should 
ee patent rights be treated differently than domestic patent 
rights? 

3. If the employee, the contractor or the grantee is given owner- 
ship, what controls or conditions, if any, should be imposed by the 
Government as to the use of the invention? 

4. If the Government is given ownership, should the invention be 
dedicated to the public, and if so, should it first be patented ? 

5. If the invention is patented by the Government and is to be 
licensed, what provisions should be made in respect of (a) exclusive- 
ness or nonexclusiveness; (6) royalties; (c) the manufacture, use or 
sale of the invention, or the making of further patentable improve- 
ments therein by the licensee ? 

6. Should Government-owned patents be sold, and if so, under what 
terms and conditions, if any? 

7. Apart from any rights in his invention, should the Government 
employee be given a special reward on account of the invention, such 
as a cash bonus, participation in the commercial proceeds, if any, 
salary increase, promotion, public recognition ? 

8. What procedures, if any, should be adopted to apprise science, 
industry, and the general public of the results of Government- 
sponsored research ; to notify the public and the several Governmental 
agencies of technological advances and discoveries available for use 
under license or otherwise ; and to finance or otherwise aid in the solu- 
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tion of experimental or developmental work necessary for commercial 
exploitation of the invention ? 

9. To what extent should a uniform policy be adopted for the entire 
Government ? 

10. If a uniform policy is adopted, how shall it be administered, and 
what provision, if any, should be made for exceptions? 


III. Ossecrives Or A Sounp Poticy 


There can be little disagreement as to the principal aims of a sound 

licy relating to inventions in which the Federal Government has an 
interest. The best policy would satisfy the following four criteria: 

1. The policy should serve the public welfare, which can be postu- 
lated to involve’ the most widespread use of the invention in the 
interests of the health, safety and prosperity of the Nation. 

2. The policy should not discourage the making of new inventions, 
but on the contrary should stimulate the progress of science and the 
useful arts. 

3. The policy should be consistent with our American system of free 
competitive enterprise. 

4. The policy should meet the full needs of the Government, both in 
normal times and in periods of emergency, and should not interfere 
with the functions or objectives of the individual Government agencies. 

To the extent that all of these criteria cannot be met simultaneously, 
it must be decided which factor or factors should be subordinated, and 
in what circumstances. 
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CHAPTER TWO 
INVENTIONS MADE BY THE GOVERNMENT EMPLOYEE 


Recommendations of Attorney General: (1) The Government 
should obtain all rights to inventions made by its employees (i) 
during working hours; or (ii) with a substantial contribution by 
the Government in the form of facilities, equipment, materials, 
funds, information, time, or services; or (iii) bearing a direct rela- 
tion to the employee’s official functions (2) In other cases, where 
there is some Government contribution, or some relationship be- 
tween the invention and the employee’s official functions, but where 
these are clearly insufficient to warrant assignment to the Govern- 
ment of all rights to the invention, as determined by the Govern- 
ment agency concerned, with the approval of the Government Pat- 
ents Administrator, ownership of the invention should be left to 
the employee, subject to a nonexclusive, irrevocable, royalty-free 
license to the Government, and also subject to the obligation on 
the part of the employee or his assignee to make the invention 
available to the public on reasonable terms. (3) In all other 
cases, the employee should retain all rights to the invention, 
subject to existing provisions of law. 


The two chief sources of Government patent rights in normal 
times are inventions made by Government employees, and those made 
by Government contractors. The circumstances under which the 
Federal employee may make an invention are susceptible of infinite 


diversity, involving such variables as the relationship between the 
invention and the inventor’s official functions or assignment of duties; 
the extent to which the inventor’s superiors contemplated or antici- 

ated the invention; and the extent of the Government’s contribution 
in the form of time, facilities, equipment, materials, funds, services 
of other employees, or information. 


* * * * x * 


III. Frnprnes anp Concuiusions or Atrorney GENERAL 


Inventions financed with public funds should inure to the benefit 
of the public, and should not become a purely private monopoly 
under which public-financed technology may be suppressed, used 
restrictively, or made the basis of an exaction from the public to 
serve private interests. The weight of informed opinion and 
the evidence of experience establish that the ownership of patent 
rights is not a necessary form of incentive to the great majority 
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of Government scientists and technicians. Such opinion and ex- 
perience further establish that patent rights are in fact an unde- 
sirable form of incentive because they may induce lack of 
cooperation and secretiveness among research workers; may 
unduly emphasize the patentable phases of their work; and would 
provide an unequal form of reward for performance of comparable 
merit and usefulness. 


Upon careful consideration of the data contained in the Mono- 
graphs, and for the reasons more fully developed herein, I conclude 
that the public welfare, the needs of the Government, and the best 
interests of Federal employees themselves, will best be served by the 
establishment of a uniform policy, applicable throughout the Govern- 
ment, whereby the United States would be entitled to the ownership 
and control of the patent rights to inventions which, because of the 
Government’s contribution thereto or the close relationship with the 
employee’s official functions, can fairly be said to have been financed 
with public funds or to have resulted from an operation of Govern- 
ment. This conclusion is based upon the following findings of fact: 


* * * * * %* * 
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CHAPTER FOUR 
INVENTIONS MADE BY GOVERNMENT CONTRACTORS 


Recommendations of Attorney General: 1. Asa basic policy, all 
contracts for research and development work financed with Fed- 
eral funds should contain a stipulation providing that the Govern- 
ment shall be entitled to all rights to inventions produced in the 
performance of the contract. 

2. If the head of any Government agency certifies, with the ap- 
proval of the Government Patents Administrator, that an emer- 
gency situation exists requiring that an exception be made to the 
basic policy in a particular case in respect of prospective inven- 
tions to which the contractor has made a substantial independent 
contribution prior to the award of the contract, such exception 
may be made, upon such terms and conditions as the Administra- 
tor may prescribe or approve. Every such exception should, to 
the extent possible, be subject to the following conditions: 

(a) The head of the agency concerned should certify, with the 
approval of the Government Patents Administrator, that he has 
made a reasonable effort to enter into a contract for the research 
or development work in question with a qualified organization in 
accordance with the Government’s basic patent policy, but has 
been unsuccessful. 

(b) The contract as awarded should stipulate that the contrac- 
tor will be permitted to retain patent rights only to inventions 
which involve a substantial independent contribution by the con- 
tractor or his staff antedating the work called for in the contract, 
as determined by the head of the agency with the approval of the 
Government Patents Administrator, or, in appropriate cases, by 
arbitration. 

(c) The contractor should grant the United States a nonexclu- 
sive, irrevocable, royalty-free license, to make, have made, use and 
dispose of any inventions awarded to him under the contract. 

(d) The contractor (or his assignee) should agree to place the 
invention in adequate commercial use within a designated period; 
and if at the end of such time the Government determines that 
such use is not being made, the contractor (or his assignee) shall 
be required to offer nonexclusive licenses at a reasonable royalty 
to all applicants. 

3. Cooperative research projects shall also be subject to the 
basic patent policy, but the head of the agency concerned, with 
the approval of the Government Patents Administrator, may make 
an exception to this policy in a particular case when a proper show- 
ing of the need therefor has been made; provided, however, that 
~ earee of section 2 above shall be observed to the extent 

easible. 

4, To the extent permitted by law, grants of Federal funds for 
research or development work which may result in patentable 
inventions should be subject to the same patent policy as pertains 
to research and development contracts. 
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A very substantial part of the Government’s research and develop- 
ment activities is carried on by independent persons or organizations 
under a contract or other arrangement with the United States, fi- 
nanced in whole or in part with Federal funds. The most common 
arrangement is a contract between the Government agency and the 
company or organization, whereby the latter undertakes to conduct 
specified research or development for a consideration stipulated in 
the contract. The majority of such contracts, in dollar amount, is 
made with private laboratories, generally an adjunct of an industrial 
or commercial concern. A substantial percentage, however, is made 
with universities and other educational institutions; a few are made 
with nonprofit organizations; and in rare cases with individuals. 

The consideration frequently takes the form of stipulated payments 
by the United States to the contractor ; but in many cases, and perhaps 
in the majority of instances during World War II, the Government 
undertook to pay the actual costs of the research (including overhead), 
an additional percentage of costs often being added as a profit. The 
contracts, especially those awarded during recent years, usually make 
some provision for the disposition of patent rights in inventions 
resulting from the performance of the stipulated work. 

A related category of Government-sponsored research comprises 
the grant-in-aid to public bodies or institutions to finance scientific 
research and development. Such expenditures of Federal funds may 
be unaccompanied by any supervision or control over the use of the 
funds, as where the grant is directed by statute to be made to a 
specified class of recipients. In some cases, however, the granting 
agency may affix conditions to the grant, such as the requirement 
that it be used within a designated field or for specific purposes. When 
the terms and conditions governing the expenditure of a Federal 
grant for research and development become sufficiently concrete and 
are embodied in an agreement or other formal understanding, the 
arrangement becomes equivalent to the usual research contract. The 
discussion of research contracts herein will therefore include the latter 
type of grant. 

Under either the research contract or the Federal grant, the Gov- 
ernment’s contribution may take a form other than or in addition to 
a monetary consideration, such as furnishing plant facilities or the 
services of Government personnel. 


I. Toe Law 


Since the relationship between the Government and the contractor 
arises from an agreement between them, their rights and obligations 
depend essentially upon the terms of the agreement and the inferences 
to be drawn therefrom. The contract may explicitly dispose of rights 
to inventions made in the course of performance, either zn toto to one 
of the parties or in part to each. For example, the Government may 
expressly obtain the right to an assignment of all patent rights, or may 
reserve only a nonexclusive license Tenine the patents to the contrac- 
tor; or the parties may agree that the resulting inventions should be 
dedicated to the public. The courts will respect and enforce any 
disposition thus agreed to so long as no statute or other dominant 
rule of law stands in the way. 
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Because research and development contracts during the past 15 
years have usually contained express provision for the disposition 
of patent rights or, where such provisions were omitted, few problems 















L of allocation of inventions appear to have been litigated, the case law 
; has been meager as to the respective rights of the parties where the 
t contract is silent on this score. The infrequent instances of Govern- 
1 ment research contracts which are silent on the question of patent 
3 rights today render the problem of minor current importance. From 
1 the available materials, however, there is discernible a judicial tend- 
e ency in such cases to apply the principles relating to inventions made 
@ by an employee. Hence, an invention made under a research con- 
tract which requires the contractor to develop an improvement of 
S that kind would probably be awarded to the party paying for the 
3 work; whereas, if the invention was not contemplated the contract 
it but involved the use of funds made available under the contract, the 
), party suppl ing the funds would be entitled to a free license, on the 
18 analogy of the empioyer’s shop right. 
© Under our law, a patentable invention can be made only by an indi- 
is vidual or by several individuals working jointly. Since the Govern- 
ment contractor is usually a corporation or an institution, the latter’s 
es a to make some or all of the patent rights available to the 
ic overnment requires a corresponding obligation on the part of the 
Ly contractor’s employees who engage in performing the research con- 
he tract. Such an obligation is as a general rule imposed expressly by 
a the employment contract. 
1 
ne Il. Tue Practice 
al The Government research and development contract has been 
ad known for many years, but its use on a substantial scale was not begun 
he until after World War I. At first, the contracts were silent as to 
he the disposition of patent rights in inventions made in the course of 
mm performing the contract, and the result was a number of controversies 
with the contractors, not only as to ownership of the resulting inven- 
oF tions but also as to whether the Government even had a license there- 
to under. ‘The only judicial decision on the question settled the issue 
ns in the affirmative in 1929 upon the analogy of the common law prin- 
ciples applicable to the employer-employee relationship. 
During and subsequent to World War i. the War and Navy Depart- 
ments began to include patent provisions in their research and devel- 
Se opment contracts, and this has now become the general practice. 
ons A. WITHIN THE GOVERNMENT 
to There is considerable diversity of practice among the several Gov- 
ane ernment agencies as regards the patent rights to inventions made 
nay under their research contracts. Some agencies generally retain a sub- 


stantial degree of control over the patent rights. Examples are the 
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Department of Agriculture, the Tennessee Valley Authority, the Rub- 
ber Reserve Company, and Defense Plant Corporation. Other agen- 
cies have made a ialotintiad use of both an “assignment” and a “li- 
cense” clause. Principal examples are the Office of Scientific Re- 
search and Development, the National Advisory Committee for Aero- 
nautics, and the Quartermaster Corps of the War Department (dur- 
ing World War II). Still a third group generally leaves the patent 
rights to the contractor subject to a free Government license. These 
are principally the War Department (except as indicated), the Navy 
Department, and the War Production Board. 


* os * * * * * 


A. THE PUBLIC INTEREST WILL BEST BE SERVED BY GOVERNMENT CONTROL 
OF INVENTIONS MADE UNDER GOVERNMENT CONTRACTS 


In discussing the Federal employee, the conclusion was reached that 
the public interest would be better served by governmental rather 
than private control of technology financed with public funds (pp. 
29-38). Suspending for the moment the question of acceptability of 
the terms to the contractor, all the considerations leading to that con- 
clusion in the case of inventions made by Federal employees are equally 
pertinent when the instrumentality used by the Government is an in- 
dependent contractor rather than an agent. 


1. Public versus Private Benefit 


Inventions made under a Government contract are the product of 
expenditures from the public treasury in the course of a governmental 


function; the public, having in a sense ordered and paid for the in- 
vention through its representatives, should not again be taxed for 
its use, nor excluded from its use, nor permitted to use it upon 
restrictive conditions advantageous to no one but the patent owner. 
There is no obligation on the part of the contractor to exploit the 
patent or to make the invention available for use by others; he may 
well suppress the invention if this would best serve his economic in- 
terests, with the result that technological improvements financed with 
public funds would be denied to the public to serve a private interest. 


* * * * * * * 


2. Competitive Advantage 


No one would justify the appropriation of public funds to secure 
a monopoly for a private organization or to strengthen the position 
of one concern in a competitive industry. Yet the practice of leaving 
to the contractor the patent rights to technology financed by the Gov- 
ernment may have precisely that effect, particularly where the con- 
tractor is an industrial concern, The company selected to perform 
the contract would be given an advantage over its competitors in the 
form of patent rights, with the power to outstrip other members of 
the industry or to gain a head start in a new field. 








ATOMIC ENERGY PATENTS 215 






This factor induced Rubber Reserve Company to require its re- 
search and development contractors to nt the Government the 
power to issue free sublicenses in the synthetic rubber field under in- 
ventions made in the course of performing the contract (a so-called 
“extendible immunity”). In the words of Rubber Reserve, to permit 
the contractor to retain full patent rights “would permit private 






















































































































L corporations to enhance their individual patent positions in the syn- 
3 thetic rubber field as an incident to research paid for by the 
y Government.” 
The same point was made at the hearings on a bill before the Senate 
Committee on Atomic Energy providing for Government control 
over the production and use of ieaionabes materials. When it was 
L brought out by a representative of the Office of Scientific Research 
and Development that some private corporations to which OSRD 
had awarded research and development contracts in the field of 
t atomic energy, had been granted an exclusive license under the re- 
r sulting inventions, with the right to grant sublicenses, a member of 
>. the Committee expressed the opinion that this gave those corporations 
if “an unearned privilege” from research entirely financed by the Gov- 
\- ernment, and a head start at the very outset of a new age in which 
y atomic energy might well be the dominant force. 
: * * * * a * * 
B. A GENERAL POLICY OF GOVERNMENT OWNERSHIP OF INVENTIONS MADE 
UNDER FEDERALLY-FINANCED RESEARCH AND DEVELOPMENT CONTRACTS 
of WOULD BE ACCEPTABLE TO A SUFFICIENT NUMBER OF QUALIFIED CON- 
al TRACTORS 
a The principal argument advanced against a policy which would 
in call for Government ownership of inventions made under Federal 
a research and development contracts, is that the most competent and 
ae best equipped organizations will decline to accept Government con- 
Ly tracts on such a basis. That is advanced principally by spokesmen 
oe for the armed services and for industry. It is urged even more 
th vigorously by these sources (and joined in by others) as to cases where 
ste the contractor has already done considerable work and made sub- 
stantial advances toward the solution of the ees problem ; and 
they argue that such a contractor will be unwilling to accept a Govern- 
ment contract which, by calling for an assignment of resulting patents, 
in effect requires him to turn over to the Government the fruits of his 
earlier independent efforts. 
ire It is my opinion that a policy of Government ownership of con- 
on tractor’s inventions should prove workable; that there is every reason 
ng to believe it will not prevent the Government from obtaining com- 
ov- petent and qualified research contractors; and that where it is neces- 
on- sary to contract with a concern having made a substantial investment 
i rf contribution towards the solution of the same problem, an ex- 
e 





ception to the basic policy can be made, under adequate safeguards. 
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CHAPTER SIX 
FOREIGN RIGHTS 


Recommendations of Attorney General: 1. Under every inven- 
tion in which the Government acquires a free, nonexclusive license 
in the United States, it should also acquire a similar license opera- 
tive in foreign countries. 

2. Under every invention to which the Government acquires 
title in the United States, it should also acquire the right to con- 
trol the ownership, use and disposition of the foreign patent 
rights therein. 

3. If in respect of any invention acquired by the United States, 
the head of the agency and the Government Patents Administra- 
tor find that control over the foreign rights is not necessary or 
desirable in the public interest, such rights may be released to the 
employee or contractor involved, subject to any terms or condi- 
tions deemed proper in the public interest. 


The foreign patent rights to inventions made by Federal employees 
seem to have been of merely academic interest until World War II. 
Up to this time, most agencies of the Government took no notice of 
foreign rights, and no record has been found of any attempt by the 
United States to obtain a foreign patent on an invention which be- 
came its property, or to interfere with the patenting of its employees’ 
inventions in foreign countries. During and subsequent to World 
War II, the Office of Scientific Research and Development did file some 
applications abroad to protect the interests of the United States, but 


the primary questions which have arisen have been as to the right of 
the Government to use in a foreign country an invention under which 
the Government has obtained a license or shop right in the United 
States. 


I. Tue Law 


The common law principles which would entitle the United States, 
in certain circumstances, to the ownership of a United States patent 
obtained by a Federal employee would seem to cover all rights to the 
invention, including a foreign patent thereon. For the same reason, 
inventions assigned to the United States under a contract of employ- 
ment or regulation would carry with them the foreign rights, unless 
the parties plainly intended the foreign rights to remain with the in- 
ventor. So long as the foreign law so permits, there would appear to 
be no reason why the United States would not obtain a patent in 
foreign countries on the invention which it has acquired here, assuming 
that the funds were available to pay the fees and expenses of peeeitane 

Where the United States is entitled only to a shop right or free 
license under an invention made by an employee, somewhat different 

uestions arise. The shop right granted by law normally covers the 
free use of the invention by the employer at his plants and facilities; 
and there is no reason why use by Government agents at facilities in 
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a foreign country would not equally be covered. The applicable 
foreign law would determine whether a license created under the law 
of this country would be effective in the foreign country, although 
there seems to be little doubt that a written license to use the invention 
throughout the world would in general be recognized in other countries. 


Il. Tue Pracrice 


The Department of Agriculture left all foreign rights in inventions 
to employees until 1948, whether or not the Totnaatie patent rights 
were owned by the Government. On occasion, the employee’s foreign 
rights were regarded as a form of compensation to the inventor, 
but they never proved of any appreciable value, and both the Depart- 
ment and its employees have shown little interest therein. However, 
during World War II a problem arose concerning the right of the 
United States or its Allies to use in a foreign country an invention 
made by an employee of the Department, and while officials of the 
Department still maintain that the employee should be permitted to 
keep the foreign rights as long as the Department has no funds to 
file abroad, they urge that the Government should reserve a free 
license to use the invention in any foreign country. This view re- 
sulted in a departmental regulation issued in 1943, reserving to the 
United States a royalty-free license in foreign countries under any 
invention which is owned by or licensed to the Government in this 
country, or dedicated to the public. 

The /nterior Department also adopted an affirmative policy con- 
cerning foreign rights in its 1942 regulations. They provide that 
where the Department obtains an assignment of an employee’s in- 
vention, the foreign patent rights are also to be assigned if the Sec- 
retary determines that “private ownership” of such rights “would be 
contrary to public policy.” Otherwise the employee is permitted 
to retain the foreign rights. The War Production Board had an 
identical provision. 

The Navy Department has generally left foreign patent rights to 
the employee along with the domestic patent rights, and as late as 
1943 the Judge Advocate General’s Office indicated that it still had 
little interest in this phase of the subject. The Judge Advocate 
General ruled in 1922 that where the Navy is entitled to an assign- 
ment of an invention, the foreign patent rights must be included and 
the form of assignment prescribed by Navy regulations is sufficiently 
broad to include foreign as well as domestic rights under the assigned 
invention. There has been some question as to the scope of the license 
ordinarily taken by the Department and its application to lend-lease 
materials used abroad by our Allies. 

The Signal Corps in the War Department, which during World 
War II obtained the assignment of a substantial number of inventions 
from its employees, uses a form which transfers to the Government 
“the entire right, title and interest throughout the United States” and 
its territories. The license clause used 5 the Judge Advocate Gen- 
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eral and by a number of the services creates rights that are effective 
throughout the world. Since most of the important inventions within 
the War Department were kept secret during the recent war, so that 
foreign patent applications were prohibited, the question of foreign 
patent rights has not arisen, except in connection with problems 
resulting from lend-lease use. 

The Bureau of Standards has permitted its employees, even though 
under a policy of assigning all the domestic patent rights to the Gov- 
ernment, to retain all foreign patent rights therein. 


Ill. Oprrnion WirHin THE GOVERNMENT 


The Department of Agriculture, which has apparently given most 
thought to this matter, believes that at the present time the soundest 
policy is for the Government to leave commercial rights in foreign 
countries to the employee, subject to a free license in the United 
States. This position is explained as follows: 

The Government should obtain a free right to use the invention in 
foreign countries because “the employee-inventor should not be per- 
mitted to make a profit at the expense of his employer even in a 
foreign country.” But securing foreign patents requires payment 
of fees and taxes to foreign governments for which Congress has made 
no appropriation; and leaving the foreign commercial rights to the 
inventor will induce expenditures of private funds for this purpose, 
and thus assure the Government of a license. Presumably the Depart- 
ment would have no objection to retaining title abroad if the requisite 
funds for filing were available. 


The J/nterior Department’s policy, exemplified by its 1942 regulation, 
is apparently to permit private ownership of the foreign patent rights 
by its employees where considerations of public policy do not call for 
Government control. The Interior’s regulation is si oe, however, as 


to whether the Government would obtain a license un 
patent which is left to the employee. 

In the infrequent instances where the question has arisen in other 
agencies, there seems to be agreement that the Government should 
have a free license under the employee’s foreign patent if the inven- 
tion is one which the Government has the right to use in this country. 


er a foreign 


IV. Finpines anp Conciusions or AtTrorNry GENERAL 


I believe that the United States should obtain a royalty-free, 
nonexclusive and irrevocable license to use in all foreign coun- 
tries, any invention which it may use free of charge in the United 
States; and that where the Government obtains title to an inven- 
tion, it should reserve the right to an assignment of any foreign 
patent thereon, subject to the retention by the inventor of such 
rights in the foreign patent as would not be inconsistent with the 
Federal interest. 
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A. LICENSE 


All the reasons for assuring the Government of a free right to use 
inventions financed with Federal funds apply to the use of the inven- 
tion in foreign countries. Such a right may indeed become important 
to the Government. Recently, the Government encountered some em- 
barrassment because of doubt as to its right to authorize an Allied 
government to use, in its behalf, inventions made by Federal em- 
ployees in the course of their employment. This could have been 
avoided if there had been a clear license to the United States to use 
its employee’s invention in foreign countries. Consequently, the 
Government should, as a general policy, reserve a license to use with- 


out charge in a foreign country any invention which it has the right 
to use in this country. 












* B. RIGHT OF CONTROL 


It is conceivable that the United States may desire greater rights 
than a foreign license under an invention to which it owns all the 
domestic rights. The issue would arise where the relationship of the 
Government to the invention, based upon the use of public funds or 
other Federal contribution, makes it necessary or desirable to subject 
the use of the invention in the foreign country to some control by our 
Government. It is true that one of the dominating factors for Gov- 
ernment ownership of employees’ inventions is not present here, viz., 
the right of the general public to enjoy the products of research which 
it has financed. Nevertheless, considerations of international good- 
will may require that the United States take steps to prevent private 
control in a foreign country of inventions which have been financed 
from the Federal Treasury. 







































































































: Moreover, the foreign patents may conceivably be utilized as the 
r means of obtaining reciprocal advantages for nationals of this 
g country. For example, the United Sates a offer to grant un- 
n restricted licenses under a British patent which it owns, or to grant 
licenses of such type as the British Government might find desirable, 
r in return for the granting of similar licenses under a comparable 
d United States patent one or controlled by the British Government. 
\- For these reasons, it may be desirable that as to all inventions which 
7. become the property of the Government, the Government should also 
have the right to any foreign patents, or to exercise such degree of 
control over the invention in foreign countries as the public need 
may require. In appropriate circumstances, the commercial patent 
€, rights may be left to the Government employee or contractor. 
ni Tf all foreign patent rights vest in the Government, there would 
d be little inducement to the inventor to undertake the expense of prose- 
n- cuting the foreign application. Hence, the contractor and employee 
n should be required to execute such applications and other documents 
ch as may be necessary to obtain a foreign patent, together with an assign- 
he ment thereof to the United States. Payment of the fees and costs 








requisite for the prosecution of a foreign patent application would, 
of course, require authorization by Congress. 
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V. Recommenpations or AtrorNEY GENERAL 


1. Under every invention in which the Government acquires a 
free, nonexclusive license in the United States, it should also acquire 
a similar license operative in foreign countries. 

2. Under every invention to which the Government acquires title 
in the United States, it should also acquire the right to control the 
ownership, use and disposition of the foreign patent rights therein. 

3. If in respect of any invention acquired by the United States, 
the head of the agency and the Government Patents Administrator 
find that control over the foreign rights is not necessary or desirable 
in the public interest, such rights may be released to the employee or 
contractor involved, subject to any terms or conditions deemed proper 
in the public interest. 
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Excerpts From Forman, “Patents, THEIR OWNERSHIP AND ADMIN- 
ISTRATION BY THE UNITED StaTEs GOVERNMENT’ (1957) 


Pages 14-16: 


“Tt has been estimated that during World War II, when the three 
top supporters of scientific research and development in the Govern- 
ment (War and Navy Departments and the Office of Scientific Re- 
search and Development) expended $1.700 billion, more than 80 
percent of this sum covered contracts with private corporations, 
educational institutions, and nonprofit organizations.* Obviously, 
in the absence of a statute which prescribes the disposition to be made 
of the patent rights arising out of Government contracts,** just how 
the parties agree to an allocation of rights can very eahenialty affect 
the extent thereof which will accrue to the Government. The practices 
of the several Government agencies with regard to disposition of 
patent rights derived from their contractors have conveniently been 
classified into three groups. One, which generally has demanded 
Government ownership or control, includes the Rubber Reserve 
Company and the Defense Plant Corporation, the Department of the 
Interior, the Department of Agriculture, and the Tennessee Valley 
Authority. A second, which usually has left the patent rights to the 
contractor subject only to a nonexclusive, royalty-free license in the 
Government, includes the War Department (with some exceptions), 
the Navy Department, the Civil Aeronautics Administration, and the 
War Production Board. The third group, which has employed the 
practices of both of the other groups as occasion may appear to warrant 
a certain course of action, includes the Office of Scientific Research 
and Development, the National Advisory Committee for Aeronautics 
and, for a time, the Army’s Quartermaster Corps. 

“The Attorney General, as one of his recommendations following 
the Department of Justice’s 3-year survey of Government patent 
practices and policies, urged the establishment of a Governmentwide 
policy requiring that Government-contracted research and develop- 
ment work should reserve to the United States all rights to inventions 
produced in the performance of the contract. He further stipulated 
that in emergencies, where a Federal agency cannot obtain a qualified 
organization willing to accept a contract with this condition, the 
contractor may be left with the title to inventions which involved a 
substential contribution by the contractor prior to receiving the 
Government contract.* Almost completely on the other side of the 
fence is one spokesman for nongovernmental interests who challenge 
this position ; ns contends that, with the exception of contractors such 
as commercial laboratories or educational institutions, the Govern- 
ment should be satisfied to receive a royalty-free license and leave 
title to the patent rights with the contractor.” To date there has 

2 Kreeger, ‘“The Control of Patent Rights Resulting From Federal Research,” 12 Law and Contemporary 
Problems 714, 734 (1947); U.S. Natural Resources Committee, ‘“‘Research—A Nationa] Resource,’ pt. I, 
72-74 (1938), pt. II, 1939 (1940); ‘“The Government’s Wartime Research and Development,”’ 1940-44, report 


No. 5of the Subcommittee on War Mobilization to Senate Committee on Military eet ie I, 79th Cong., 
Ist sess. (1945); and report of the Attorney General, ‘‘Investigation of Government Patent Policies,” vol. 11, 
243, 326-327, 409 (1947). 

3% Kreeger, op cit., indicates that there is no such statute, but suggests that a congressional ponies could be 
inferred from a law such as the Synthetic Liquid Fuels Act of 1944, 58 Stat. 191 (1944), 30 U.S.C. sec. 323 
(Supp. 1946), which provided for public dedication of patents acquired thereunder. 

™ Kreeger, op. cit., 735. if 

35 Report of the Attorney General, op cit. vol. 1, p. 109. { 

% Dienner, ‘“‘Government Policies Relating to Research and Patents,” 13 Law and Contemporary Prob- 
lems 321, 332 (1948). 
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been no across-the-board acceptance of either of these policies by the 
Government agencies, although stiff opposition by industry has led 
to an apparently growing tendency of some agencies to liberalize 
contractual conditions so as more and more to permit the contractor 
to retain commercial rights.”’ 

* * * * * * * 


Page 24: 

“The mounting expenditures by the Government for research and 
development promises to be the major, continuing source of additional 
pofens nighte, acquired from both its contractors and its employees. 

uring the fiscal years 1940-44, when the avalanche of dollars took 
place in the financing of World War II, the Government spent a total 
of $1,879 million in research and development, of which $915 million 
went to private industrial laboratories.“* Nearly 2,000 industrial 
organizations received research and development contracts, the 10 
largest corporations receiving 37 percent of the funds, the 20 largest, 
50 percent, the 40 largest, 60 percent, and the 60 largest, 65 percent.” 
It has been estimated that 90 percent of these World War II contracts 
gave the ownership of any resulting patent rights to the contractor.” 

his practice was directly contra to the 1947 recommendation by the 
Attorney General that, in the public interest, all rights to inventions 
made in the course of performing a Government financed contract for 
research and development should be assigned to the Government,” 
and caused him to reiterate the recommendation in 1950.” ” 

* * x - * * * 
Pages 183-185: 
CONCLUSIONS 


“Our changing times have witnessed ever-increasing subsidization of 
research and development activities by the Federal Government, and 
with this activity inevitably has been associated an increased number 
of patentable inventions. Whether this trend was precipitated by 
the needs.of recent wars which embroiled the United States, or whether 
it was the inevitable result of social change, one could hardly guess 
with any degree of confidence. Regardless of the cause, the fact re- 
mains that the Government’s share of the Nation’s investment in 
research and development is now a little more than half of the total 
bill. Further, unless the Government changes its policies of taking 
title to patents growing out of that investment it probably will soon 
become the country’s largest, single patents owner. 

“The primary aim of the present research has not been to study the 
pros and cons as to whether the Government should maintain policies 
which continue to increase its patent holdings. These pulicies have 
been in existence for over three-quarters of a century, and are hardly 
likely to be changed notwithstanding scattered objections occasionally 
voiced by nongovernmental interests. The objects here, instead, have 
been to review the basis for the acquisition of patent rights by the 
~“# Report by the Attorney General to the President, dated Dec. 7, 1950, p. 16, as required by sec. 703(e) 


of the Defense Production Act of 1950 (Public Law 774, 8ist Cong., Sept. 8, 1950). 

Report of the Smaller War Plants Coporation, ‘Economic Concentration and World War II,’’ 79th 
Cong., 2d sess., 8. Doc. 206, p. 52 (1945). 

%® Report of the Smaller War Plants Corporation, ‘Economic Concentration and World War iI,” 79th 
Cong., 2d sess., Senate Committee Print No. 6, p. 53 (1945). 

5! Report of the Attorney General, op. cit., vol. 1, p. 4. 

52 Report by the Attorney General to the President, dated Dec. 7, 1950, op. cit., pp. 17-18. 
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Government’s ownership and utilization of patents. The review has 
covered the sources and legality of the Government’s patent rights as 
well as the value thereof to the Government. In studying the policy 
developments consideration was given to the major proposals made 
by the legislative and executive branches for the Government’s ac- 
quisition and administration of patents, to the establishment and 
operation of a single agency to administer the Government’s ownership 
policy, to the current policy for exercising the Government’s patent 
rights, and some proposals for change thereto. 

“With respect to the sources, barring a major change in policy 
which would result in title being taken to fewer patents or inventions 
made by its contractors ' and by its employees, the conclusion reached 
is that the Government’s patent rights will continue rapidly to mount 
in number. The principal single source has been the vestings in the 
Alien Property Custodian of rights to American patents formerly 
held by enemy aliens. But the major continuing and growing source 
is the Government’s program of research and development work. 

‘With respect to the legal nature of the Government’s patent rights 
the conclusion reached is that it is perfectly lawful for the Govern- 
ment to acquire interests in patents. Further, there is no sound 
basis in the theory that when patents are owned by the Government 
they become merged with the public interest and a their identity 
as patents; that is, that they become dedicated to the public. The 
Government can hold patents like any other property, and it can sell 
them, license, or lease them like any other form of property. 

‘With respect to the value of patent rights to the U.S. Government, 
there is no doubt that they can be of considerable value on two main 
counts: (@) as a defensive measure, so that would-be infringement 
claimants can be warded off or protected against; and (6) as a means 
toward improving the Nation’s general welfare by aiding in the prog- 
ress of the useful arts and sciences. That the Government needs all 
possible defensive measures is emphatically shown by the fact that in 
the past 35 years it has been presented with claims, in actual litigation, 
of over $4% billion. Yet the Court of Claims found the Government 
liable only to the extent of $6% million, showing clearly that the 
Government must defend against overinflated claims which can be 
defeated or diminished if adequate defenses are available. That the 
Government’s patents can be used to enhance the country’s welfare is 
a point which will be commented on more fully later in discussing the 
ways in which these patents can be exercised.” 

' Note: Prior to Jan. 4, 1955, sec. [IX of the Armed Services Procurement Regulation stipulated certain 
circumstances pursuant to which the Government would demand from its contractors an assignment of 
rights to all inventions made in the ce of the contract, subject only to a nonexclusive, royalty-fee 


performan 
license to the contractor. After that date the ASPR stipulated that the Government would require only 
a license under those same circumstances. 
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Excerpts From Report oF SENATE SUBCOMMITTEE ON PATENTS, 
TRADEMARKS, AND CopyriGuts, SENATE Report 97, 86TH Con- 
GRESS, Ist SESSION 


Marcu 9, 1959.—Ordered to be printed 


Mr. O’Mauoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[Pursuant to 8S. Res. 236, agreed to February 5, 1958] 


INTRODUCTION 


The program of the subcommittee during the second session of the 
85th Congress has been designed to sustain the public interest and to 
improve the patent law during a period which has been marked by 
unprecedented advances in the fields of technology and science. 
During this period the Government has been compelled, for reasons 
of defense, to engage in unparalleled research, the cost of which has 
been ae increasing. The National Science Foundation, in its 


report for fiscal years 1956, 1957, and 1958, shows that research 
appropriations throughout the Government, amounting to more 
than $1 billion in 1949, had exceeded $3 billion by 1958, and the 
President’s budget for 1960, just submitted to Congress, asks for 
over $5 billion for research and development, more than $3} billion 
of this total for the Defense Department alone. 

It is set forth in the President’s budget (‘Special Analysis H,” 
p. 989) that: 


Expenditures for other than major national security pro- 
grams are estimated at $912 million in 1960 or 17 percent of 
total Federal research and development expenditures. 


Although there are 18 different Government agencies holdin 

atents or licenses under inventions produced by expenditure o 

ederal funds, studies conducted by the subcommittee reveal that 
there is no uniformity of policy, no coordinated program, followed by 
these agencies in regard to their patents. While vast sums of money 
are being spent for research and development, which sometimes lead 
to patentable inventions, there is no agreement among the agencies 








oe 


rPerARoOoorww we 


” 


) 
: 
at 
ny 
By 

















ATOMIC ENERGY PATENTS 225 






as to the manner in which the patents and licenses they hold may be 
used. The subcommittee has published preliminary reports as to 
the practices of two Federal agencies with research responsibilities, 
the Tennessee Valley Authority and the National Science Foundation, 
and they reveal a wide divergence in views as to the best matter to 
— the public interest in Government-developed inventions. 
Similar preliminary reports on the patent policies of the other 16 
agencies which hold patent rights will be published as they are com- 
pleted. They will be followed by a report considering possible changes 
in their patent practices. 


* 





* * 





* 





* 





B, PENDING INVESTIGATIONS 


1, Government agency patent practices 
One of the most significant activities of the subcommittee since 

1957 has been its continuing investigation of the patent policies of 
Government ee Elaborate questionnaires were sent to sub- 
stantially all of the patent holding agencies, and were supplemented 
by a continuous flow of correspondence and interviews clarifying the 
voluminous answers received. The agencies in question are: 

Agriculture, Department of 

Air Force, Department of 

Army, Department of 

Atomic Energy Commission 

Commerce, Department of 

Federal Communications Commission 

General Services Administration 

Government Printing Office 

Health, Education, and Welfare, Department of 

Interior, Department of the 

Justice, Department of 

National Aeronautics and Space Administration (formerly 

NACA) 

National Science Foundation 

Navy, Department of 

Post Office Department 

Tennessee Valley Authority 

Treasury, Department of 

Veterans’ Administration 

While it was originally intended that the data thus assembled would 
be summarized and analyzed in a single report, the agency patent 
practices under consideration have been disclosed to be so diverse 
and so extensive that it now seems desirable to issue a series of reports, 
agency by agency, as they are completed. This procedure will be 
necessary to make this important material available to the public 
while it is still reasonably current. 

The subcommittee’s first effort has been to summarize the facts as 
to each of these agencies’ legal authority to deal with patents, what 
their current patent practices are and what, if any, changes in these 
practices the agencies themselves regard as desirable. ‘The staff is 
currently preparing for publication a series of these preliminary 
reports which will summarize the data supplied by each of the agencies 
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in factual form, without critical analysis. It is proposed to follow 
these factual reports with a final report discussing the problems 
raised by the various agency policies and outlining the additional 
facts needed for informed legislative judgment as to what to do about 
these problems. 

The subcommittee has learned through this investigation that 
much of the information needed to resolve aeneenty the difficult 
problem of when the Government should and when it should not 
take title to a patent is not presently available from the agencies 
under study. An important factor in determining whether a given 
agency should or should not take title to patents for the Government, 
would appear to be the use which has been made of the patents to 
which title has been taken in the past. Yet many of the agencies 
involved do not know and have no ready means of finding out. 
Similarly, in determining whether title to a patent should be left 
with a Government research and development contractor, it would 
be extremely helpful to know the past use made of such titles. A 
number of agencies are presently in ignorance of these facts. The 
subcommittee is attempting to obtain information of this character 
from some of the licensees; however, such information cannot be com- 
plete until the agencies themselves undertake to assemble it. 

The data that the subcommittee has assembled concerning all of 
the agencies should be of great value to all persons seeking information 
as to the circumstances under which the Government’s retention of 
title to a patent, or direct control over the patentee’s licensing activity 
is feasible and desirable. However, the information received from 
the agencies with special statutory responsibility to make the benefits 


of their research activities available to the general public, such as 
TVA, Department of Agriculture, Department of Health, Education, 
and Welfare and the Veterans’ Administration, is of special signifi- 
cance. Such agencies necessarily must meee informed as to the use 


made of the patents produced by the research they sponsor, regardless 
of whether the agency retains title or not, and the information sup- 
plied by them as to patent use is therefore more complete than that 
possessed by most of the other agencies. For this reason, and because 
the practices of these agencies have received relatively little attention 
in comments on Government patent policies published to date, the 
reports concerning them will be among the first published. 

The problem of Government patent policy is a continuing one, 
which becomes increasingly complex as Government sponsored re- 
search broadens and new agencies with patent responsibilities evolve, 
such as the National Aeronautics and Space Administration. There- 
fore, no single report can be a definitive statement of the problems 
involved or a comprehensive summary of all of the relevant data. 
Nevertheless, it is believed that these reports will supply a much- 
needed supplement to the last comprehensive investigation of Govern- 
ment agency patent practices, which culminated in the ‘1947 Report 
of the Attorney General.”” With this in mind, care is being taken to 
avoid repetition of data in that report and to emphasize subsequent 
developments. 


* * * % * x 


Note.—For references to additional studies and reports on patent policies of other Federal agencies, 
see letter dated November 5, 1958, from Roland A. Anderson, Chief Patent Branch, AEC, to David 
Toll, staff counsel, Joint Committee on Atomic Energy, reprinted at pp. 64-65 of this print. 
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In these early years of the Atomic Revolution, a mood of transition is widely 
manifest. This mood helps to sustain our hopes for achieving, through the atom, 
not annihilation, but, instead, the vast betterment of all mankind. It affects the scope 
and the pace of our industrial activities. It exerts its influence on the course of our 
diplomatic negotiations, as well as on the programs of our great institutions of 
learning. And, needless to say, it is reflected in the Atomic Energy Act of 1954,' the 
statute which sets the legal bounds of our atomic energy endeavor. 

When this important congressional enactment became the law on August 30, 
1954, the event marked the end of one era and the beginning of another in the atomic 
energy policy of the United States. A primary aim of the new act was to terminate 
the tight Atomic Energy Commission monopoly which the Congress had established 
in the original Atomic Energy Act of 1946.2 This was in recognition of the fact— 
though it was by no means a simple fact—that the changes occurring between 1946 
and 1954 had gradually made it clear that, if continued, the AEC monopoly would 
become a national liability. Accordingly, in the 1954 act, by extensive relaxation of 
the earlier legislative prohibitions, the Congress sought to make it possible for the 
full talents and resources of the nation to apply themselves energetically and un- 
remittingly to the problems of atomic energy. This does not contemplate merely 
a greater measure of participation in atomic energy development on the part of the 
power systems which some day hope to generate, transmit, distribute, and sell the 
nuclear power. It also contemplates participation by the equipment manufacturers, 
the chemical companies, the metal fabricators, the processors of all kinds of specially 
adapted materials, the manufacturers of instruments and controls, and the many 
other groups whose contributions are needed for the development of the art. 

Basically, the problem is not, and has not been, to determine whether nuclear 
power can actually be produced. We know that it can, and we have known this 
for probably at least a decade. The real problem is to discover the ways by which 
nuclear power can be produced on an economic basis, genuinely competitively with 
the cost of power from conventional sources. For the regions where conventional 
power comes at high cost, such a competitive basis may now seem to be on the 
horizon;* but for the regions where conventional power comes at medium or low 


*Reprinted from 21 Law and Contemporary Problems 113-131 


(Duke University Law School, 
Winter, 1957). 











- **A.B. 1935, Williams College; LL.B. 1939, Harvard University. Member of the District of 
Columbia bar. Formerly Deputy General Counsel, United States Atomic Energy Commission. Con- 
tributor to legal periodicals. 

168 StaT. 921, 42 U.S.C.A. §$§2011-2281 (Supp. 1954). 

260 STaT. 755, 42 U.S.C. §$$1801-19 (1946). 

3 Elsewhere in this symposium, the economic factors are considered in greater detail. See Leppke, 
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cost, the struggle to achieve the necessary cost reductions has hardly begun. The 
rapidity with which this can be accomplished will be a measure of the act’s success 
in carrying out its declared purpose, in section 3(a), of “conducting, assisting, and 
fostering research and development in order to encourage maximum scientific and 
industrial progress.”* 

The 1954 act was intended to encourage and facilitate the widespread dissemina- 
tion of the abundant technical information and know-how which, though previously 
narrowly confined, must be made more generally available if our atomic progress is 
to flourish. Likewise, it was intended to enable private enterprise (including public- 
power groups) to develop, invest in, and own facilities—and the components of 
facilities—which will produce nuclear power and special nuclear material. And in 
many ways, the new act specifically addresses itself to these problems of transition, at 
least so far as such problems could readily be foreseen. The Congress certainly 
hoped that the legislation would create conditions under which, as the state of the 
art permitted, changes could be effected promptly, taking full advantage of tech- 
nological advances and the teachings of experience. At the same time, numerous 
statutory safeguards were adopted in order to maintain what the Congress felt was a 
proper balance between private interests and the public interest. 

This paper will discuss some of the patent aspects of the Atomic Energy Act of 
1954. Patents may appear to be a subject of rather narrow scope, but they are here 
referred to in their broader sense—their relation to the advancement of technology, 
their significance for the development of atomic power, their effects upon the 
practices and habits of industry, the special problems encountered in a transitional 
period, and the nature of the balancing safeguards included in the act. 

Patent laws, it must be remembered, are not ends in themselves, but rather the 
means by which society seeks to attain objectives of high importance. As Chief 
Justice Marshall said in one of the Supreme Court’s very early patent opinions, “To 
promote the progress of useful arts is the interest and policy of every enlightened 
government.”® ‘Traditionally, and virtually since the birth of the Republic, the 
United States has looked to the patent system to provide a stimulus to our scientific 
and industrial progress. It is in no sense the only stimulus, but it is a powerful one. 

The significant benefits of the patent system may be summarized very simply: 
A patent confers a temporary legal monopoly. The promise of this temporary patent 
monopoly creates a prospect of pecuniary reward. It fosters inventive effort on 
the part of both the small inventor and the large company. In many instances, 
it supplies justification for the huge outlays of private capital required to support the 
The Facts of Atomic Power Development, supra, 3-13; Tybout, The Public Investment in Atomic Power 
Development, supra, 60-90. In addition, for a summary of some of the best evidence and opinion now 
available, consult the papers delivered at the International Conference for the Peaceful Uses of Atomic 
Energy, held in Geneva, Switzerland, August 1955, particularly, Economics of Nuclear Power, by James 
A. Lane, of Oak Ridge National Laboratory, and Capital Investment Required for Nuclear Energy, by 
W. Kenneth Davis, Director of the AEC’s Division of Reactor Development. 


* 68 Star. 922, 42 U.S.C.A. §2013(a) (Supp. 1954). 
* Grant v. Raymond, 10 U.S. (6 Pet.) 218, 241 (1832). 
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intensive research and development effort which must so often precede the moment 
of invention or discovery. And, at the same time, this temporary legal monopoly 
provides an inducement for the inventor to make a public disclosure of his technical 
achievements which, when thus disclosed through publication of the patent, become 
available to the country as a whole as a base for further technological advancement. 
The public interest thus benefits both from the stimulation of inventive effort and 
from the public disclosure.® 

The patent system, to be sure, is not without its pitfalls and its abuses. But since 
the very first Patent Act of 1790, it has been our consistent judgment that the wise 
and prudent national policy is to strengthen and conserve the patent system. We 
have sought to remedy the abusive practices not by destroying or undermining 
the patent system as a whole, but by fashioning specific measures adequate to cope 
with the abuses.’ 

These broad considerations are all well known. They are mentioned here, how- 
ever, in order to be sure that the discussion of the special patent aspects of the 
atom does not become too distantly separated from its more general setting. 

The Atomic Energy Act of 1954 is a statute of unusual length. It occupies 
forty-two closely printed pages, and, thus, is considerably longer than the United 
States Constitution as originally adopted. About six of the act’s pages deal directly 
and extensively with various aspects of patents and inventions. Instead of under- 
taking to cover every one of these patent and invention provisions,® this discussion 
rather will concentrate on certain of their aspects that are of particular interest at 
the present time—namely, the incentives provided by patents and awards in the field 
of atomic energy; compulsory licensing; the special reporting requirements for atomic 
energy inventions; and the troublesome, and perhaps largely unanticipated, patent 
difficulties which the law creates in connection with contracts, subcontracts, arrange- 
ments, and “other relationships” with the Commission. 


In considering all such matters, it is well to bear in mind the overriding im- 
portance of attaining in this country a maximum level of invention and technological 


*To quote once again from Chief Justice Marshall's opinion in Grant v. Raymond, supra, the patent 
‘is the reward stipulated for the advantages derived by the public for the exertions of the individual, and 
is intended as a stimulus to those exertions.” 10 U.S. (6 Pet.) at 241-42. 

™For example, the antitrust litigation of the past few decades has unearthed a variety of abusive 
patent practices which have met with vigorous corrective action by the federal courts. E.g., Hartford- 
Empire Co. v. United States, 323 U.S. 386 (1945); United States v. United States Gypsum Co., 333 U.S, 
364 (1948); United States v. New Wrinkle, 342 U.S. 371 (1952). The Atomic Energy Act of 1954 
contains affirmative provisions designed to reduce the opportunities for antitrust violations to occur in 
the atomic energy field. Sce particularly the general provisions in §105, 68 Srar. 938, 42 U.S.C.A. §2135 
(Supp. 1954); and the further provision in §158, 68 Srar. 947, 42 U.S.C.A. §2188 (Supp. 1954), to the 
effect that if any patent in the atomic energy field is found by a court to have been intentionally used 
in a manner so as to violate the antitrust laws, then the court may require the patent to be subject to 
compulsory licensing on a reasonable royalty basis, and this is “in addition to any other lawful sanctions.” 

*In an article entitled Patents Under the New Atomic Energy Act, 36 J. Pat. Orr. Soc’y 867 
(1954), I have attempted to discuss, at least briefly, each of the act's provisions relating to patents and 
inventions. See also the illuminating address by Casper W. Ooms, Revisions of the Patent Provisions— 
Good or Bad?, Nationat InpusrriaL ConrereNce Boarp, ConFERENCE on Atomic ENERGY IN INDUSTRY 
279 (1954). 
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advancement throughout the field of atomic energy. We live in a world intensely 
competitive. On both the national defense and the peaceful sides of the atom, the 
necessity of maintaining our position of leadership is generally understood. Perhaps 
after the International Conference for the Peaceful Uses of Atomic Energy, held in 
Geneva, Switzerland, in August 1955, this has become understood even more clearly 
than it was before. 

Great as our atomic energy progress has been since 1942, we know vaguely that 
we are yet only on the threshold of discovery. There is still truth today in what 
John Stuart Mill wrote more than a hundred years ago: 


Our knowledge of the properties and laws of physical objects shows no sign of approaching 
its ultimate boundaries; it is advancing more rapidly, and in a greater number of directions 
at once, than in any previous age or generation, and affording such frequent glimpses of 
unexplored fields beyond, as to justify the belief that our acquaintance with nature is still 
almost in its infancy. 


How well, therefore, are the patent provisions of the 1954 Atomic Energy Act 
adapted to speeding us forward into these “unexplored fields beyond”? 


Tue System oF PATENT AND AWARD INCENTIVES 


To understand what the 1954 act accomplishes by way of patent incentives, it is 
necessary to consider the situation which the 1946 act created and then to reflect upon 
how that has been modified.’° 

A basic feature of the 1946 act was that it removed from the regular patent system 
two important areas—first, atomic weapons, and second, the production of fissionable 
material. The reasoning underlying this was clear and simple. The two areas were, 
under the 1946 act, areas of government monopoly; accordingly, in these areas, the 
private monopoly of a patent could have no scope for normal operation and hence 
would have little meaning. What the 1946 act provided was that an invention, to 
the extent it was useful in either of these areas, should be excluded from the regular 
patent system. The inventor was, to that extent, disabled from obtaining a patent 
monopoly on it. But the act did not lose sight of the importance of providing some 
substitute pecuniary incentive and reward in these areas. This was supplied by 
affording to the inventor—in lieu of the right to obtain a patent—a right to apply 
for and obtain a statutory award from the Commission in a formal proceeding 
conducted before the AEC Patent Compensation Board. The amount of the award 
was left to the Board to determine in the light of certain valuation standards set 
forth in the act.™ 


*Joun Sruart Mii, PrincipLes oF Poirricat Economy Bk. 4, c. 1, §2, at 422 (People’s ed. 1880). 

*° For more extensive discussion of patent developments under the original Atomic Energy Act, see 
Ooms, The Patent Provisions of the Atomic Energy Act, 15 U. Cm. L. Rev. 822 (1948); Boskey, 
Inventions and the Atom, 50 Corum. L. Rev. 433, and 32 J. Pat. Orr. Soc’y 563 (1950); Boskey, 
Operation of the Patent Provisions of the Atomic Energy Act, 32 J. Pat. Orr. Soc’y 808 (1950); Ooms, 
Problems of Patent Policy for Government and Industry in Atomic Energy, in Atomic ENERGY INDUSTRIAL 
AND LecaL ProBLeMs 155 (1952). 

™ The work of the AEC Patent Compensation Board under the 1946 act is considered at some length 
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In the new act of 1954, the entire field of atomic energy development is restored 
to the patent system, except for the area of atomic weapons which remains very 
much as before. Atomic weapons production has, for obvious reasons, been kept 
a government monopoly, and, as a corollary, the atomic weapons area has been left 
outside the regular patent system. Thus, an invention still cannot be the subject 
of patent rights to the extent that the invention is useful “in the utilization of 
special nuclear material or atomic energy” in atomic weapons; this is the consequence 
of the terms of section 151 of the act.’* In such a case, the inventor has the same 
right which he had previously—that is, to apply to the AEC Patent Compensation 
Board for a suitable award.” 

In view of the government monopoly over atomic weapons production, however, 
a patent itself would hardly do any more for the inventor, other than to confer the 
rather doubtful privilege of being able to proceed in the first instance in the Court 
of Claims" instead of before the AEC Patent Compensation Board, whose decisions 
are subject to judicial review.’® Indeed, though generalization may be risky, there 
seems to be good ground for taking the view that an inventor who has made a real 
contribution in the atomic weapons area is likely to fare better in an award proceeding 
before the AEC Patent Compensation Board than he would in a suit in the Court 
of Claims.2* Under all the circumstances, therefore, it is hard to believe that the ex- 
clusion of the atomic weapons area from the regular patent system actually has any 
negative effect on technical progress, or that any greater stimulation of invention 
would be provided if patent rights were allowed to extend into this area. 

There are, of course, problems of interpretation which this portion of the act 
brings with it—for example, questions as to the exact limit of the definition of 


in the articles cited in note 10, supra. Under the 1954 act, the principles applicable to proceedings 
before the Board will continue to be largely along lines begun under the 1946 act, but it may now be 
necessary for the Board to function on a much more extensive scale. A significant rise in the volume of 
cases brought to the Board is likely to result from the great increase in the amount of independent work 
which will now be carried on in the atomic energy field. Moreover, as will appear below, the Board's 
statutory jurisdiction to grant awards has been substantially broadened by the 1954 act. In addition, 
by virtue of §173 of the act, 68 Srar. 953, 42 U.S.C.A. §2223 (Supp. 1954), and of the recently 
promulgated §80.10(d) of the Commission's regulations, 20 Fep. Rec. 3931 (1955), the Board now 
has jurisdiction to determine the just compensation to be paid in the event that restricted data contained 
in a privately owned patent application is communicated by the AEC to some foreign nation. See also, 
AEC EIGHTEENTH SEMIANNUAL Rep. 100 (1955). It is important to note that the procedural changes 
which the Commission has made in its regulations subsequent to the new act, 20 Fep. Rec. 3931 (1955), 
do not modify the basic provision, §80.60(c), of the regulations adopted by the Commission under the 
1946 act to the effect that “the order of the Board shall constitute the final action of the Commission.” 

7268 Star. 943, 42 U.S.C.A. §2181 (Supp. 1954). 

See §157, 68 Stat. 947, 42 U.S.C.A. §2187 (Supp. 1954). 

** Pursuant to 28 U.S.C. §1498 (Supp. 1952). 

*® See §189, 68 Star. 955, 42 U.S.C.A. §2239 (Supp. 1954). 

2° One of the reasons for this is that the Board is more likely to be able to grapple successfully 
with the problem of secrecy—which may be particularly acute in the atomic weapons area—and to give 
proper evaluation to the contribution which the inventor has made. See Boskey, Inventions and the 
Atom, 50 Corum. L. Rev. 433, 440-46, and 32 J. Par. Orr. Soc’y 563, 572-81 (1950). 
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“atomic weapon” which appears in section 11(d).’* But such peripheral problems 
do not appear to be of large dimension, nor do they create major uncertainties which 
would impair the effectiveness of the act. 

Thus, in the atomic weapons area, the patent situation remains essentially as 
before. Perhaps one further point should be noted, since it is of particular interest 
in connection with atomic power development. An invention may have a double 
usefulness; it may be useful in the atomic weapons area and useful likewise, for 
example, in the production of special nuclear material. The act makes it clear that 
the exclusion of such an invention from the patent system is an exclusion which 
operates only to the extent the invention is useful in the atomic weapons area. With 
respect to its other uses, this same invention may be the subject of a patent to which 
normal patent rights attach. This is the result of the basic change of approach which 
the 1954 act embodies. For, in the 1954 act, as a concomitant of the changes 
which now make it possible for private enterprises to own their own reactors and 
other facilities for the production of fissionable material, the whole area of inventions 
useful in the production of fissionable material is restored to the patent system. 
Moreover—although this was sometimes overlooked—the area of inventions useful 
in the production of nuclear power had never been taken out of the patent system, 
even by the 1946 act.’* Consequently, the entire field of atomic power develop- 
ment is now, for all practical purposes, firmly within the patent system which 
operates in other industrial fields. 

This must, however, be understood to be subject to certain special conditions 
which the Atomic Energy Act makes applicable to inventions in the field of atomic 
energy alone. The most important of these special conditions arise from the 
provisions on compulsory licensing, on reporting requirements, and on commission 
relationships—all to be discussed below. Before proceeding to that discussion, how- 
ever, an additional word should be said concerning an extra incentive which the 
1954 act provides in the form of a right to an award. 

Under the 1946 act, the right to an award was established only as a substitute for 
patent rights. But in the new act, while the right to a patent has, as we have seen, 
been broadened considerably, nevertheless, the right to an award has not been 
correspondingly narrowed; instead, it too has been broadened. This becomes ap- 


1768 Srat. 922, 42 U.S.C.A. §2014(d) (Supp. 1954). Note, however, that the definition of “atomic 
weapon” in §11(d), when read in conjunction with the definition of “atomic energy” in §11(c), 68 Srar. 
922, 42 U.S.C.A. §2014(c) (Supp. 1954), establishes that “atomic weapon” is meant to include fusion 
weapons as well as fission weapons—that is, H-bombs as well as A-bombs. The language of the act makes 
this clear, as does the legislative report of the Joint Committee on Atomic Energy, which states, “This 
definition [of ‘atomic energy’] includes both fission and fusion types of nuclear reactions.” H.R. Rep. 
No. 2181, 83d Cong., 2d Sess. 11 (1954). 

*® This was with the possible exception of inventions used simultaneously (as, for example, in a dual- 
purpose reactor) to produce both nuclear power and fissionable material. See Boskey, The Atomic Energy 
Act and the Power Question, Nucleonics, Oct. 1952, pp. 10, 13; and also testimony before the Joint 
Committee on Atomic Energy on May 11, 1954, in Hearings before the Joint Committee on Atomic 
Energy on S. 3323 and H.R. 8862, To Amend the Atomic Energy Act of 1946, 83d Cong., 2d Sess., pt. 
1, at 129 (1954). The term “fissionable material,” which was used in the 1946 act, has been superseded 
by “special nuclear material” in the 1954 act. 
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parent from section 157(b) (3), which provides in substance that any person “making 
any invention or discovery useful in the production or utilization of special nuclear 
material or atomic energy” may apply to the AEC for an award and that the AEC 
may grant an award.’® Thus, the right to apply for an award is by no means 
confined to the atomic weapons area, which is the only area now excluded from the 
patent system. By a deliberate decision of the Congress, the award system has been 
extended throughout virtually the entire atomic energy field. It is a stimulus which 
the 1954 act has provided in addition to, rather than merely in lieu of, the right to 
obtain a patent, and it affords the inventor an opportunity both for recognition and 
for pecuniary reward which is supplemental to his rights under the patent system.” 

Particularly to the small inventor who is able and willing to perform independent 
work in the field of atomic power development, this additional stimulus may be a 
matter of especial importance. The field is one where the serious prosecution of a 
patent application, at least in the case of a somewhat complex invention, may be- 
come highly expensive and burdensome. Moreover, the hazards and uncertainties 
of the ultimate outcome in the Patent Office are greatly increased because of the 
vast amount of prior art that has been kept from public disclosure by virtue of 
Patent Office secrecy orders often extending over a period of many years.”*_ Accord- 
ingly, whereas the prospect of trying to prosecute a patent application may, in some 
cases, seem rather bleak and uninviting, in those same cases, the possibility of ob- 


taining a statutory award under section 157(b)(3) of the act may provide a genuine 
incentive.” 


2° 68 Star. 947, 42 U.S.C.A. §2187(b)(3) (Supp. 1954). 

*°In connection with the use of awards as a supplemental stimulus to invention, it should be noted 
that on July 30, 1955, the House of Representatives passed H.R. 2383 (to be called the Inventive Contri- 
butions Awards Act), tor Conc. Rec. 10602 (daily ed. July 30, 1955), which would authorize the 
National Inventors Council within the Department of Commerce to make awards for meritorious inventive 
contributions to the national defense, when such inventive contributions have been communicated to and 
used by a “defense agency” (exclusive of the AEC). If such legislation is enacted, it would furnish a 
basis for statutory awards in fields other than atomic energy; and, like the awards (except in the atomic 
weapons area) under §157(b)(3) of the Atomic Energy Act of 1954, such awards would be supple- 
mental to, rather than in lieu of, patent rights. The purpose of the bill is to foster invention for 
national defense and to remedy the very unsatisfactory situation which presently exists because of 
the fact that the sole recourse of the inventor is generally in the Court of Claims. See Hearings before 
Subcommittee No. 3 of the House Committee on the Judiciary on H.R. 639 and H.R. 2383, Inventive 
Contributions Awards Board, 84th Cong., 2d Sess. (1955); and also H.R. Rep. No. 1432, 84th Cong., 
1st Sess. (1955). The bill is now pending before the Senate Committee on the Judiciary. 

** Presumably, these secrecy orders will begin to be lifted more rapidly as a result of the Commission's 
recent enlargements of the areas of information being declassified. But even in such cases, it is to be 
anticipated that there will often be a substantial time lag between the declassification of certain technological 
information and the actual lifting of the Patent Office’s secrecy order on the corresponding patent applica- 
tion. 

**In addition to this statutory right to apply for an award, which is established by the first sentence 
of §157(b)(3), the second sentence of §157(b)(3) goes on to provide that: “The Commission may 
also, upon the recommendation of the General Advisory Committee, and with the approval of the 
President, grant an award for any especially meritorious contribution to the development, use, or 
control of atomic energy.” This latter provision was first used to make an award of $25,000 to Enrico 
Fermi, shortly before his death, and the Commission has announced that future awards of this category 
will be known as the Fermi Prize. See AEC SEVENTEENTH SEMIANNUAL Rep. 38-40 (1955). It should 
be noted that under the terms of the act, such an award need not necessarily be based on an “invention 
or discovery,” but may be conferred for some other type of “especially meritorious contribution” as well. 
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Computsory LICENSING 


The subject of compulsory licensing is highly controversial and often misunder- 
stood. One viewpoint considers that patents in all fields of industrial activity should 
be subject to some type of compulsory licensing requirements, as they are in certain 
countries abroad. Another viewpoint considers that any form of compulsory licensing 
authority—even when confined to the field of atomic energy, and there on a very 
limited basis—represents a vicious and, indeed, unconstitutional inroad upon the 
patent system. Perhaps most people take a somewhat middle view, and, in any 
event, that is what the Congress has done in the 1954 Atomic Energy Act. 

In the 1946 act, section 11(c), enacted after much heated debate, had given the 
AEC fairly broad authority—and, indeed, had placed the AEC under a duty—to de- 
clare a patent to be affected with the public interest if both of two conditions were 
met: (1) that the invention “utilizes or is essential in the utilization of fissionable 
material or atomic energy,” and (2) that compulsory licensing was “necessary to 
effectuate the policies and purposes of this Act.”** The consequences of thus de- 
claring a patent affected with the public interest would have been twofold. First, 
the AEC itself would then have been licensed to use the invention on a reasonable 
royalty basis—a somewhat superfluous grant of authority in view of the general right 
which the Government possesses to use all patented inventions and to remit the 
patent owner to his remedy for compensation in the Court of Claims.** Second, 
and more important, a license to use the invention on a reasonable royalty basis 
would also have been conferred automatically upon anyone who held a section 7 (of 
the 1946 act) license relating to utilization of atomic energy.*® 

No section 7 license relating to utilization of atomic energy was ever issued by 
the AEC under the 1946 act, because the provisions of section 7 did not come into 
operation. Accordingly, the occasion for declaring any particular patent to be 
affected with the public interest did not really ever arise, nor was it ever necessary 
that the possibility of doing so in a particular case be given serious consideration. 
The AEC, at a fairly early date, and partly in the hope of allaying some of the public 
misunderstanding concerning this portion of the act, took pains to describe the 
compulsory licensing authority as a “reserve power” to be used “under certain rather 
exceptional circumstances.”** Thus the matter rested, with the controversy slumber- 
ing but not stilled, at the time the act came up for general revision. 

In the hearings on the new act, various shades of opinion concerning the com- 
pulsory licensing provisions were given full expression before the Joint Committee 
on Atomic Energy.2” The view that prevailed in the Congress was that, during 


*8 60 Strat. 768, 42 U.S.C. §1811(c) (1946). 

See 28 U.S.C. §1498 (Supp. 1952). 

*5 60 Srat. 764, 42 U.S.C. §1807 (1946). 

*°See AEC Firru Semiannuat Rep. 148 (1948). 

** Varying views on this aspect of the patent provisions had been expressed by witnesses testifying 
before the Joint Committee on Atomic Energy during the course of the preliminary hearings, entitled 
Atomic Power Development and Private Enterprise, held in June and July 1953 (83d Cong., rst Sess.). 
President Eisenhower's message of February 17, 1954, recommending revision in the atomic energy 





ATOMIC ENERGY PATENTS 235 


this period of transition, for special reasons which would not apply in other fields 
of industry, it would be advisable to retain a very limited form of compulsory 
licensing authority in the field of atomic energy. Although voted down by the 
House, this was insisted upon by the Senate and became a part of the final enact- 
ment.** 

The basic purpose of the limited compulsory licensing authority which thus re- 
mains in-the law is to provide, during the transitional period, a safeguard which 
will help to assure the widest practicable participation in the atomic energy program. 
As such a safeguard, it may partially offset the initial inequality of opportunity 
resulting from the AEC monopoly which existed under the 1946 act but which 
should largely disappear during the years to come. The power is one which the 
Commission may never be called upon to exercise; yet, its mere presence in the law 
is a safety valve which may prevent abusive or unhealthy conditions from being 
created as this industry emerges from the cocoon of secrecy and government 
monopoly. 

Examination of the detailed compulsory licensing provisions of the 1954 act will 
show how very strictly the Congress has confined the Commission’s authority in this 
respect, and, hence, how groundless are the fears that some vital inroad has been 
made upon the patent system. The rather general authority which the Commission 
possessed under the 1946 act has been considerably narrowed. Under the new act, 
it is not nearly enough, as it was before, that the invention is found to come within 
a broadly defined atomic energy field and that the AEC should determine com- 
pulsory licensing to be necessary to effectuate the policies and purposes of the act. 
Instead, section 153(a) now requires that, before declaring a patent to be affected 
with the public interest, the Commission must find that the invention “is of primary 
importance in the production or utilization of special nuclear material or atomic 
energy”; and before such determination is made, the act directs the Commission 
to give the patent owner an opportunity for hearing.” Furthermore, section 
153(b) (2) requires that, even after such determination has been made, a compulsory 
license on a reasonable royalty basis shall be issued to a particular applicant only 
if the Commission finds his proposed use “is of primary importance to the conduct 
of an activity by such person authorized under this act.”*° It is not wholly clear 
legislation, included a recommendation that some form of compulsory licensing authorization be retained 
for a limited period because “considerations of fairness require some mechanism to assure that the limited 
number of companies, which as Government contractors now have access to the program, cannot build 
a patent monopoly which would exclude others desiring to enter the field.” H.R. Doc, No. 328, 83d 
Cong., 2d Sess. 7 (1955). Considerable testimony on the subject of compulsory licensing, covering a 
wide range of views, was again received by the Joint Committee in the public hearings which immediately 
preceded the enactment of the law. See Hearings, supra note 18. 

** See especially the Statement of the Managers on the Part of the House, in the second conference 
report, H.R. Rep. No. 2666, 83d Cong., 2d Sess. (1954), appearing at 100 Conc. Rec. 14867 (1954), 
and the accompanying legislative debate. The legislative history is set forth in greater detail in note 44 
~ 68 Star. 945, 42 U.S.C.A. §2183(a) (Supp. 1954). 

*° 68 Srar. 945, 42 U.S.C.A. §2183(b)(2) (Supp. 1954). 
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from the act itself whether the patent owner is entitled to a hearing on the issues 
raised by the particular application, but it appears that the AEC does intend, by its 
regulations, to assure to the patent owner this important procedural safeguard.** 

Here then, in consequence of the terms of section 153(a) and 153(b), is a new 
double-barreled, “primary importance” test which places significant statutory limita- 
tions on the scope of the Commission’s authority. While the meaning of the phrase 
“primary importance” may not be entirely self-evident and may require elucidation 
from records developed before the Commission in particular cases if they should 
ever arise, the act itself plainly was intended to lay down a basic principle that the 
compulsory licensing power cannot be exercised merely as a matter of routine or to 
carry out some relatively inconsequential purpose. 

In addition, section 153 provides an alternative procedure whereby compulsory 
licensing proceedings may be initiated by an outsider who wants to obtain such a 
license, rather than by the AEC itself. For such a case, there are detailed pro- 
cedural provisions which assure the patent owner the protection of a full hearing. 
Moreover, here the Commission’s authority is once again hedged in by the “pri- 
mary importance” test, but this time on a triple-barreled basis. Not only must 
the Commission find that the invention is of “primary importance” in the field 
and that obtaining the compulsory license is of “primary importance” to the 
applicant; the Commission is also required to find that the applicant’s proposed 
activities are of “primary importance” to the furtherance of policies and purposes of 
the act. In addition, the Commission must find that the applicant cannot otherwise 
obtain a patent license from the patent owner on terms which the Commission deems 
reasonable. Then, and only then, may the AEC issue a compulsory license under 
this alternative procedure.** 

It will, thus, be seen that, under either of the procedures set forth in the statute, 
the Congress has surrounded the compulsory licensing power by a series of restrictive 
conditions which would make it virtually impossible for that power to be exercised 
except in a comparatively rare and factually compelling case. Indeed, this would be 
true even if the Commission itself were not predisposed—as it so clearly is by its 
belief in the importance of the patent system—to regard compulsory licensing as a 
“reserve power.”** The power could be exercised, if necessary in some exceptional 
case, to prevent the progress of the entire industry from being blocked by an unduly 


** This was not evident either from the proposed regulations on Standard Specifications for the 
Granting of Patent Licenses, which the AEC issued on April 7, 1955, 20 Fev. Rec. 2283 (1955), or from 
the proposed regulations on Rules of Practice, which the AEC issued on August 10, 1955. Id. at 5786. 
But there have been informal indications that, when the full set of AEC regulations is issued in final 
form, this safeguard will be expressly provided for. 

*°68 Star. 945, 42 U.S.C.A. §2183(c), (d), (e) (Supp. 1954). 

** See, for example, the Commission’s statement in Hearings, supra note 18, pt. 2, at 597. In testi- 
fying before the Joint Committee on February 4, 1955, in Hearings before the Joint Committee on Atomic 
Energy on Development, Growth, and State of the Atomic Energy Industry, 84th Cong., 2d Sess. pt. 1, 
at 194 (1955), William Mitchell, the AEC General Counsel, stated: “The compulsory licensing pro- 
visions of §153 of the act are deemed by the Commission to establish a reserve power. It is not 
anticipated that this authority will be invoked, except under compelling circumstances.” 
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wide monopoly over a vital invention. Only the future can tell us whether any 
such situation will ever arise with respect to the inventions or discoveries which 
come into existence before September 1, 1959.*4 


ReEporTING REQUIREMENTS 


The 1946 act contained a 60-day reporting requirement for inventions in those 
areas of atomic energy which the act excluded from the regular patent system.*® 
By section 151(c) of the 1954 act, the 60-day period has been increased to go days,*® 
and this undoubtedy makes compliance considerably more practicable. But more 
important, section 151(c) has substantially enlarged the areas of invention that are 
covered by the reporting requirement. 

In its present form, the reporting requirement is not limited to the atomic 
weapons area, which, as we have noted, is the only area now excluded from the 
patent system. The requirement reaches out to include also all inventions or dis- 
coveries useful either in the “production” or in the “utilization” of either “special 
nuclear material or atomic energy.” The purpose of this provision was described 
in the Joint Committee’s legislative report as being “to keep the Commission fully 
and currently aware of all technology in the field of atomic energy.”"** In other 
words, no one is authorized to hold back from the Commission any new tech- 
nological development which might be important in the planning or execution of 
the Commission’s programs and other responsibilities. And what the act calls for 
in the report is “a complete description” of the invention or discovery. 

It will be noted that the terms employed in the reporting provision have an ex- 
tensive coverage, which would facilitate their being interpreted so as to accomplish 
their exceptionally broad purpose. Since most inventions in the field of atomic 
power development either will clearly fall within the scope of this reporting pro- 
vision, or arguably might do so, it is worth considering, for a moment, what the 
effects of this important part of the act may be. 


** By §153(h) of the act, 68 Strat. 945, 42 U.S.C.A. §2183(h) (Supp. 1954), the compulsory 
licensing provisions apply to any patent the application for which shall have been filed before September 
1, 1959—in other words, inventions conceived during a period of approximately five years from the 
enactment of the 1954 act. The Senate had voted to make this period ten years, on the ground that five 
years would not provide a sufficiently long interim period (see 100 Cone. Rec. 12002-03 (1954)), but, on 
this point, yielded to the House. It should be noted, however, that under the act, the compulsory 
licensing provisions are applicable to such inventions during the entire seventeen-year life of the patent 
after the patent has been issued. Indeed, were it otherwise, the compulsory licensing provisions would 
be virtually meaningless: for one thing, the licensee then would have no assurance of being able to 
retain the license after the five-year period expired and hence he would hardly be justified in investing 
any capital on the strength of such a license; for another, the time lag in the Patent Office for prosecution 
of patent applications means that probably not a great many of the privately owned patents in the field 
should be expected: to issue much before September 1, 1959, and, accordingly, the need for the compulsory 
licensing safeguard, with respect to such inventions, would be most likely to arise after September 1, 
1959. 

*® See §11(a)(3), 60 Stat. 768, 42 U.S.C. §1811(a)(3) (1946). 

°° 68 Star. 943, 42 U.S.C.A. §2118(c) (Supp. 1954). 

*T HR. Rep. No. 2181, 83d Cong., 2d Sess. 25 (1954). The Commission itself described the purpose 
of the provision as follows: “By being fully apprised of private invention in this field, the Commission 
will be in a position to allocate its resources and funds where they are most needed. Without knowledge 
of private achievement avoidance of duplication of effort cannot be assured.” See Hearings, supra note 18, 
at 598. 
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First, it should be made clear that section 151(c) gives to the inventor an election. 
Within the go-day period, either he must file a patent application in the Patent 
Office or else he must file an invention report with the AEC, but he is not required to 
do both. Different considerations may influence his choice in particular cases, but 
if he is not prepared to undertake the expense and the trouble of filing a patent ap 
plication, then he is under an affirmative duty to report the invention to the AEC. 
If he does elect to file a patent application, the invention, in due course, will pre- 
sumably be made known to the AEC by the Commissioner of Patents, in view of 
section 151(d) of the act, which requires the Commissioner of Patents to notify the 
AEC and provide the AEC with access to all patent applications which, in the 
Commssioner’s opinion, disclose inventions within the categories listed in the re- 
porting requirements of section 151(c).™* 

Next, there is the question of computation of the go-day reporting period. The 
act fixes the time as on or before the ninetieth day after whichever of two events 
is later—either the ninetieth day after “completion of such invention,” or the ninetieth 
day after the inventor “first discovers or first has reason to believe” that the invention 
is useful in such production or utilization. This language is not substantially 
different from that in the 1946 act, but it raises a number of practical problems as to 
interpretation. For example, the meaning of the word “completion” is not fully 
self-explanatory and will have to be considered carefully in the light of all the cir- 
cumstances of the particular case. Questions of this type have not yet come up for 
administrative or judicial decision under either the 1946 or the 1954 act. Until 
they do, the cautious approach will be to err on the side of filing the report or the 
patent application too soon rather than too late. 

It is perfectly natural for a company or an individual working in this field to 
wonder what might be the consequences of not complying with the reporting re- 
quirements of section 151(c). As a matter of principle, of course, most people will 
want to be sure they are taking adequate steps for compliance, regardless of whether 
noncompliance might bring with it any serious legal consequences. Moreover, apart 
from legal consequences, there are the obvious problems as to good reputation and 
public relations, both of which could be adversely affected by noncompliance. 

But the matter does not stop there. There are, in fact, some important legal 
consequences that need to be considered. One is expressly spelled out in the act, in 
connection with the statutory awards for inventions in the atomic energy field. 
Section 157(b) (3), dealing with eligibility for such awards, makes it a condition of 
eligibility that the applicant shall have complied with the provisions of section 151(c). 
Hence, an invention which has not been either filed in the Patent Office or reported 
to the AEC within the stipulated go-day period could not be the subject of a statutory 
award. The AEC Patent Compensation Board has so held in a recent decision, 
stating that the reporting requirement is “a requirement which this Board may not 
waive or overlook.”** 


*°68 Srar. 943, 42 U.S.C.A. §2183(d) (Supp. 1954). 
88 See In re Grossman, Docket No. 17 (Oct. 25, 1955), reported in Atomic Inpustry Rep. 235:641, 
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Another rather serious legal consequence might arise in connection with activities 
carried on pursuant to license or permit issued by the AEC. For example, the 
Commission’s regulations provide that access permits, or facilities licenses, or licenses 
for distribution of special nuclear material shall all be subject to suspension or 
termination by the AEC for violation of or failure to observe any of the terms of the 
Atomic Energy Act of 1954 or Commission regulations.** Accordingly, failure to 
comply with the reporting requirements of section 151(c)—particularly if such failure 
were to be continuous and deliberate—could place in jeopardy an access permit or a 
license which the AEC has issued. 

There is also the possibility that the validity of a patent eventually issued to cover 
the particular invention might be drawn in question if noncompliance with these 
reporting requirements could be established. This is a point which has not yet 
been litigated in patent suits involving the interpretation of either the 1946 or the 
1954 Atomic Energy Act. Perhaps it will not be litigated for some time to come. 
But in the absence of a definitive adjudication, it would be hard to say with assur- 
ance that an inventor who fails to live up to the reporting requirements of section 
151(c) may not also have thrown away his patent rights. 

In addition, there is even the possibility that noncompliance with the reporting 
requirements of section 151(c) might be punishable criminally, if the Government 
were to establish beyond a reasonable doubt that the violation had been willful.* 

Section 151(c) does not distinguish between inventions of great significance and 
inventions of small significance; it applies to every “invention or discovery” in the 
atomic energy field defined. Hence, the reporting requirements cannot safely be 
ignored merely on the ground that the invention does not measure up to whatever 
level of importance the company normally looks for when deciding to file and pros- 
ecute a patent application. Nor can information be withheld merely on the ground 
that it constitutes know-how or trade secrets which normally would be tightly held 
within the company; if such know-how or trade secrets embody an “invention or dis- 
covery” within the atomic energy field defined, then the invention or discovery is 


235:643 (1955). The case on its facts involved the applicant’s failure to comply with the reporting 
requirements of the 1946 act, but on this point, it is clear that there would have been no difference 
if the 1954 act had been involved. 

®°See the proposed regulations concerning Access to Restricted Data, §25.15, 20 Fep. Rec. 3635 
(1955); Licensing of Production and Utilization Facilities, §50.100, id. at 2491; and Special Nuclear 
Material, §70.61(b), id. at 2494. It is to be expected that such provisions will be continued when the 
respective regulations are issued in final form. 

*° Section 223 of the 1954 act provides: “Whoever willfully violates, attempts to violate, or conspires to 
violate, any provision of this Act for which no penalty is specifically provided . . . shall, upon con- 
viction thereof, be punished by a fine of not more than $5,000 or by imprisonment for not more than 
two years, or both... .” 68 Stat. 958, 42 U.S.C.A. $2273 (Supp. 1954). If this criminal penalty 
should be determined to be applicable to noncompliance with the reporting requirements of §151(c), 
then it would be important to consider in this connection the possible meanings and scope of the word 
“willfully,” as here used. Cf. United States v. Murdock, 290 U.S. 389 (1933); Browder v. United States, 
312 U.S. 335, 341-42 (1941); Spies v. United States, 317 U.S. 492 (1943); Screws v. United States, 325 
U.S. 91, 101-07, 151-57 (1945). 
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plainly subject to the reporting requirements.** Moreover, the fact that the in- 


vention may be developed during the course of a contract with the Army, the Navy, 
the Air Force, or some other federal agency besides the AEC, and, hence, may be 
subject to a separate reporting requirement of the government agency which has let 
the contract, would not appear to justify or excuse noncompliance with section 
151(c). In addition, nothing in the act appears to confer upon the Commission 
itself an authority to grant extension of time, and hence it is doubtful whether the 
Commission would be authorized to grant, by contract or otherwise, a period longer 
than the specified 90 days, even to its own contractors. 

All these considerations give to the reporting requirements a practical operating 
importance which, at first glance, might easily be overlooked. There is probabl; 
nothing about the reporting requirements which a well-managed business cannot liv: 
with in peace and harmony. But to do so requires careful planning and review, a: 
well as a genuine desire to comply. 


CONTRACTS AND OTHER I.ELATIONSHIPS WITH THE AEC 


Section 152 of the 1954 act has a title, “Inventions Conceived During Commission 
Contracts,” which hardly suggests the mischievous and vexatious nature of its 
contents.** In the Congress, the legislative process does not always move with 
complete smoothness and efficiency—particularly toward the end of a long and con- 
troversial session. Section 152 evidences some of the weaknesses inherent in the 
legislative process, just as certain other portions of the act stand as monuments to 
its strength. 

What Section 152 does by its terms is to vest in the Government, rather than in 
the inventor, the ownership of atomic energy inventions conceived under contracts, 
subcontracts, arrangements, or “other relationships” with the Commission, except to 
the extent that the Commission may waive such rights of the Government. That 
this is an unintentionally far-reaching and troublesome provision has now become 
apparent. 

Perhaps the most important contributing factor to the section 152 difficulties was 
the fact that neither its provisions nor anything like them were in the bill at the 
time of the main public hearings held by the Joint Committee on Atomic Energy. 


** It may well be, however, that if appropriate justification is furnished, the Commission will be pre- 
pared to maintain the confidentiality of trade secrets. Cf. §2.790 of the proposed AEC Rules of Practice, 
relating to requests for withholding documents from public inspection. 20 Fep. Rec. 5792 (1955). 

** Section 161(q) of the 1954 act, 68 Stat. 948, 42 U.S.C.A. §2201(q) (Supp. 1954), confers on the 
Commission authority to “make, promulgate, issue, rescind, and amend such rules and regulations as may 
be necessary to carry out the purposes of this Act.” It would not be easy to bring within that authorizs- 
tion a regulation which purported to relieve the inventor entirely of his obligation to make a report 
within the go-day period which §151(c) specifically lays down. On the other hand, it might be with- 
in the Commission’s authority to establish by regulation a system of short-form reporting, which 
called for filing within the 90-day period an initial short-form report that would later be amplified. A 
principal problem in connection with drafting any such regulation, however, would be to devise a short- 
form report which, nevertheless, met the statutory requirement that the report to be filed within the 
go-day period should contain a “complete description” of the invention or discovery. 

*° 68 Srat. 944, 42 U.S.C.A. §2182 (Supp. 1954). 
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Thus, section 152 never had the benefit of the public comment and criticism which 
is so often indispensable in forging legislation that will be truly adequate to meet 
the problems of the day. What happened was that section 152 was put forward 
somewhat later, by those who were opposed to the compulsory licensing provisions, 
in the hope of persuading their colleagues in Congress that section 152 would make 
it unnecessary to include any compulsory licensing provisions whatsoever. The final 
result, however, was that instead of selecting between one or the other, the Congress 
included both sets of provisions in the act.** 

After the act was passed, the detailed provisions of section 152 began to receive 
more intensive scrutiny. It has already become apparent that the language of section 
152 is giving rise to problems of real magnitude. By its terms, the section is ap- 
plicable to any invention useful in the production or utilization of special nuclear 
material or atomic energy if the invention is “made or conceived under any contract, 
subcontract, arrangement, or other relationship with the Commission, regardless of 
whether the contract or arrangement involved the expenditure of funds by the Com- 
mission.” The section goes on to provide that in any such case, the invention “shall 
be deemed to have been made or conceived by the Commission”—in other words, 
to be government property rather than the private property of the inventor. The 
section then contains an exception on which very much hinges. The exception 
provides that the Commission “may waive its claim” to any such invention “if 
made or conceived by any person at or in connection with any laboratory under 
the jurisdiction of the Commission as provided in section 33,“° or under such cir- 
cumstances as the Commission may deem appropriate.” 


“* The bills which served as the principal basis of the testimony given before the Joint Committee on 
Atomic Energy in the public hearings were H.R. 8862 and S. 3323, identical bills introduced on April 
15, 1954, 83d Cong., 2d Sess. These bills contained neither compulsory licensing provisions nor 
anything resembling what later became §152. After the testimony from the public—though not from 
government agencies—had been virtually completed, there was prepared and circulated a committee 
print, dated May 21, 1954, imcorporating numerous changes proposed at that time to be made in 
the bill. This committee print did not contain any compulsory licensing authorization, but it did 
contain what was a forerunner of the §152 finally incorporated in the act. This forerunner of §152 
received rather critical comment from the Commission in testimony given on June 2, 1954. See 
Hearings, supra note 18, pt. 2, at 598-99. The bill as reported out by the Joint Committee on 
June 20, 1954 (H.R. 9757 and S. 3690) contained a limited compulsory licensing authorization but 
not a §152 provision. In that form, it passed the Senate as H.R. 9757, with certain amendments, 
on July 27, 1954. 100 Conc. Rec. 12242 (1954). Meanwhile, on July 26, 1954, the bill had been passed 
by the House, id. at 12024-26, after the House, on July 23, 1954, had accepted an amendment offered 
by Representative Cole which substituted the present §152 for the compulsory licensing provisions, 
Id. at 11721-29. Because of these and other differences between the Senate and the House, the bill went 
to conference, The first conference report, dated August 6, 1954, retained the §152 provisions, but 
in lieu of compulsory licensing, it sought to introduce a provision directing the Commission to give 
preferred consideration for §103 commercial licenses, during the next five years, to those applicants 
who agreed to make their patents available on a reasonable royalty basis to all other commission licensees 
who demonstrated need therefor. See H.R. Rep. No. 2639, 83d Cong., 2d Sess. 36, 48-49 (1954). 
This conference report was agreed to by the House, 100 Conc. Rec. 13787 (1954), but was rejected 
by the Senate. Jd. at 14364. A second conference report, H.R. Rep. No. 2666, 83d Cong., 2d Sess. 
(1954), containing the provisions finally incorporated in the 1954 act, was then submitted to and accepted 
by both House and Senate. 100 Cone. Rec. 14852-73, 14603-06 (1954). 

“* Section 33, 68 STatT. 928, 42 U.S.C.A. §2053 (Supp. 1954), covers a special situation—probably of 
relatively minor importance with respect to the general patent aspects of this subject—where the Com- 
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This statutory language furnishes virtually no standards by way of guidance. 
The general purpose of the sponsors of this amendment appears to have been to put 
the Commission in a position where the Commission would be able to prevent firms 
from profiting in an inappropriate manner from their association with the govern- 
ment-financed atomic energy program.** Hence, the Commission is confronted with 
some very understandable difficulties in determining where it is “appropriate” to 
relinquish these important property rights which the act otherwise vests in the 
Government.** Moreover, when the breadth of the coverage is considered—“under 
any contract, subcontract, arrangement or other relationship with the Commission, 
regardless of whether the contract or arrangement involved the expenditure of funds 
by the Commission”—it would be possible to conclude that very few people might 
be able to own a patent in the field of atomic energy, except by leave of the Com- 
mission in the exercise of its discretionary waiver authority. Since the statute ex- 
pressly provides that the use of federal funds by the inventor is not required in 
order to bring the relationship within section 152, the terms which the Congress 
put into this section would appear to have a reach that goes remarkably far.*® 

An obvious question is whether the sweeping language of section 152 would 
vest in the Government the inventions conceived by a research licensee operating 
under a section 104 research license from the Commission,*® or those conceived by 
a commercial licensee operating under a section 103 commercial license from the 
Commission.” If so, it might appear that section 152 has succeeded in taking back 
almost the very thing that the other patent provisions of the act were designed to 
assure. Fortunately, there is some rather direct legislative history indicating that 
a mere licensee was not intended to be included.” 


mission carries on research for others in its own facilities because private facilities are inadequate for the 
purpose. 

**In introducing the amendment, Representative Cole stated: “The amendment that I have proposed 
is to the effect that every application for a patent in this field must carry with it a sworn statement 
by the applicant telling the time and circumstances and conditions under which this invention or dis- 
covery was conceived, and if that information discloses that it was during the course of any employment 
by the Atomic Energy Commission or employment by a contractor of the Commission or in any relation- 
ship whatever with the Federal Government that then the Commission may deny to that applicant the 
right of a patent and declare that that patent is public property—based upon the argument that it was 
conceived in the course of an association with the Government which was supported by public funds. 
That to me accomplishes the objective. It prevents anybody at all—everybody whatsoever who has been 
engaged in this program from obtaining a patent in the nonmilitary field of atomic energy, if that 
invention or discovery was conceived during the course of any association or relation with the 
Government.” 100 Conc. Rec. 11722 (1954). P 

“TIn this connection, see also the testimony of William Mitchell, AEC General Counsel, in Hearings 
before the Joint Committee on Atomic Energy on Development, Growth, and State of the Atomic Energy 
Industry, 84th Cong., 2d Sess., pt. 1, at 194, 197-99 (1955). 

“ Section 152 also provides that, in the event of a controversy between the AEC and the inventor con- 
cerning whether the invention was “made or conceived in the course of, in connection with, or under the 
terms of any contract, subcontract, arrangement, or other relationship with the Commission entitling the 
Commission to take title to the application or the patent,” then such controversy is to be determined by 
the Board of Patent Interferences, subject to appeal to the Court of Customs and Patent Appeals. 

** See 68 Stat. 937, 42 U.S.C.A. §2134 (Supp. 1954). 

*° See 68 Star. 936, 42 U.S.C.A. $2133 (Supp. 1954). 

** During the debates, Representative Cole, then Chairman of the Joint Committee on Atomic Energy, 
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Even if this legislative history can safely be relied upon, however, it does not solve 
the problem of how much more—or, indeed, how little more—there need be before 
the licensee finds himself enmeshed in section 152. For example, in the ordinary 
course of arranging for a license from the Commission, consultations may take place 
between the prospective licensee and the Commission which result in suggestions 
from the Commission as to the most feasible means of carrying out the proposed 
project. Will the acceptance of such suggestions create an “arrangement, or other 
relationship” which catches him up in the section 152 net? Or if, after obtaining the 
license, the licensee later consults with the Commission concerning technical prob- 
lems and decides to follow suggestions which the Commission makes, has section 
152 then cast a cloud upon all his patent rights in the field? And will the Com- 
mission come to the conclusion—as it intimated early in 1955°*—that a licensee who 
also has access to restricted data is thereby brought within the scope of section 152? 

These are only a few of the types of problems which section 152 creates. Most 
assuredly, there are many more. Some of them, moreover, arise in connection with 
what would otherwise be regarded as the routine effort to meet procurement needs 
of the Commission and its contractors. How is a company in the atomic energy 
field to be able to know that—even if the reach of the terms “contract,” “subcon- 
tract,” and “arrangement” has been successfuliy avoided—it has still not become in- 
volved in some “other relationship with the Commission”? I am not unmindful of 
Judge Cardozo’s caution that “overemphasis of certainty may carry us to the worship 
of an intolerable rigidity."** But surely here in section 152 we are confronted with 
a kind of harassing uncertainty that is without purpose or utility. 

Mr. Ooms has indicated that anyone who writes a letter to the Commission may 
have to worry about whether he is in trouble under section 152. This is perhaps an 
exaggeration, but unfortunately not a large one. And, equally unfortunately, the 
comment might also be applicable to certain types of letters one might write to a 


stated: “It is not intended that section 152 should cover licensees unless in some other respects they do 
have an association with the Commission by reason of being a contractor or subcontractor or having 
money given to them by the Commission. But the mere fact of a person having a license does not 
mean necessarily that the product of his operation, if a patent should flow, would become publicly 
owned. 

“While section 152 clearly prohibits the granting of patents on any invention or discovery in the 
atomic field ‘made or conceived under any contract, subcontract, arrangement, or other relationship with 
the Commission,’ it would be necessary to strain this language to blanket within the prohibitions those 
persons whose sole relationship with the Commission is a license granted by the Commission or the 
use under license of some special nuclear material owned by the Commision.” 100 Conc. Rec. 13783 
(1954). 

Senator Hickenlooper, then Vice Chairman of the Joint Committee, also stated: “It should be noted 
that this provision was not intended to apply to licensees of the Commission or to persons doing 
independent work, involving only a Commission security clearance, and not contractual arrangement.” 
Id. at 14344. 

** See testimony of William Mitchell, AEC General Counsel, on February 4, 1955, in Hearings, 
supra note 47, pt. 1, at 199-200. 

** BenyaMin N. Carpozo, THe GrowTH or THE Law 19 (1924). 
** See Ooms, supra note 8, at 284-85. 
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commission contractor. Indeed, section 152 difficulties may sometimes be lurking in 
the most innocent kinds of telephone calls. 


There are two ways of trying to deal effectively with the host of problems created 
by section 152. One is the obvious suggestion that this section of the law might be 
promptly amended. If any statutory provisions at all are needed to deal with in- 
ventions conceived during commission contracts—and it is extremely doubtful that 
they are, particularly in view of the general success with which the AEC has ad- 
ministered the patent clauses in its contracts and subcontracts*—then section 152 
could be amended so as to confine its scope to the essentials and, at the same time, 
clearly free from its threat those activities that ought not to be covered. But the 
prospect for an early legislative solution is not necessarily hopeful. The patent pro- 
visions of the act, it will be recalled, are among its most controversial features. 
Genuine difficulties might stand in the way of trying to open up section 152 without 
at the same time putting up for re-examination all the patent provisions of the act. 
And certainly, it would not be suprising to find in the Congress a disposition not to 
undertake any such general re-examination of the hard-fought patent provisions 
until more actual experience has been accumulated under the enactment of 1954. 

There is also available another remedy, and this one would not require legislative 
change. It does, however, call for boldness and clarity of action on the part of 
the Commission. The waiver power conferred upon the Commission by section 
152 is, as we have seen, a very broad authority. The Commission “may waive its 


5° Section 152 also contains some rather complex and onerous procedural provisions which are intended 
to implement its substantive features. These procedural provisions are bound to create a number of 
problems for everyone, including particularly the Patent Office, but they are minor irritations as com- 
pared to the major substantive uncertainties that have been discussed. 

5° For a general description of the types of AEC patent clauses used in its contracts following the 
1946 act, see AEC Firrn Semiannvuat Rep. 150 (1949); and also the testimony of William Mitchell, 
AEC General Counsel, in Hearings, supra note 47, pt. 1, at 193. The patent clauses undoubtedly will 
need some overhaul in the light of the purposes and provisions of the 1954 act; indeed, this by now 
may be somewhat overdue. But there is no ground for believing that the provisions of §152 would 
provide any assistance or helpful guidance for that overhaul. It should also be noted that §159 of 
the 1954 act expressly declares: “Nothing in this Act shall affect the right of the Commission to require 
that patents granted on inventions, made or conceived during the course of federally-financed research or 
operations, be assigned to the United States.” 68 Star. 948, 42 U.S.C.A. §2189 (Supp. 1954). 

** At the time the compulsory licensing provisions were finally accepted by the House (see note 
44 supra), Representative Cole stated that the Managers on the Part of the House were accepting the 
Senate’s position on the understanding that the problem would be re-examined at the beginning of the 
next session of Congress. See 100 Conc. Rec. 14871 (1954). Representative Cole did introduce 
a bill at the next session which would have repealed the compulsory licensing provisions, and would 
also have amended §152 so as to greatly restrict its scope and eliminate many of the troublesome 
problems that are here being discussed. See H.R. 5167, 84th Cong., 1st Sess. (1955). See also Cole, 
Patenting Nuclear Developments, Nucleonics, April 1955, pp. 31, 34, where Representative Cole states, 
with reference to §152, of which he himself was the sponsor: “Ironically, under the pressure of zealously 
trying to protect the normal American patent system, too much was written into this section.” During 
the first session of the Eighty-fourth Congress, the Joint Committee on Atomic Energy did not take 
action on cither H.R. 5167 or any other patent proposals. See also Representative Cole’s address of 
September 22, 1955, where, in addition to reiterating his vigorous opposition to the compulsory licensing 
provisions, he said with reference to §152: “Unfortunately, there was insufficient opportunity for full 


discussion of this section and the past year has shown that this section needs to be revised.” ATOMIC 
Inpustry Rep. 51:86 (1955). 
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claim” under such circumstances as it “may deem appropriate.” In connection 
with the Access Permit Program, the Commission has already determined that 
under section 152 it may properly exercise this waiver power in advance. Had 
the Commission not done so in the case of the Access Permit Program, it is possible 
that the whole program would have faltered miserably. Similarly, the Commission 
appears to have it within its power—through regulation and general policy inter- 
pretations, as well as through rulings in particular cases presented—to determine in 
advance the general classes of cases in which the waiver power is to be exercised 
under section 152. This would probably involve a considerable administrative bur- 
den for the Commission. But that is a small price to pay for being relieved of the 
appalling uncertainties which section 152 will otherwise create. Somewhat in the 
alternative, the Commission could make a more general determination to waive the 
Government’s rights under section 152 in all situations, except for specific cases 
where the Commission gives express notice in advance that this general waiver 
would not be deemed applicable. Thus, in one way or the other, it seems possible 
that the Commission itself, by heroic efforts, can overcome the unfortunate conse- 
quences of this poorly drafted section of the act. 

°* This is the Access Permit Program which is described in AEC Eicureenta Seagannuat Rep. 
102-03 (1955), amd is discussed elsewhere in this symposium. See Green, Information Control and 


Atomic Power Development, supra, 91-112. In the access permits which are being issued, the Commis- 
sion includes the following advance waiver: 


“In issuing the Access Permit, the Commission hereby waives, under Section 152 of the Atomic 
Energy Act of 1954, (1) its rights in inventions or discoveries made or conceived in the course of, in 
connection with, or resulting from access to confidential restricted data provided under the terms of this 
Access Permit, and (2) its rights, except an irrevocable royalty-free, non-exclusive license for Govern- 
mental purposes, in inventions and discoveries made or conceived and which result from access to secret 
restricted data obtained in the course of, in connection with, or under the terms of this Access Permit.” 
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Some SuGccestTions RELATING TO Patent Provisions IN ATOMIC 
Enercy LeGistatTion To Protect THE Pusuiic INTEREST 


(By Casper W. Ooms) 
SCOPE OF THIS PAPER 


This paper attempts to make a brief analysis of the special prob- 
lem of patents in atomic energy legislation. It will attempt first to 
examine what a patent is, and what its effects are in a free enterprise 
industry such as that in the United States of America. Next, the 
special aspects of atomic energy technology which dictate considera- 
tion of any special patent treatment will be reviewed. And finally, 
suggestions will be made for incorporating applicable principles into 
the atomic energy legislation to provide for any unique aspects which 
atomic energy legislation requires. 


THE PATENT FOR INVENTION—WHAT IT IS 


A patent for an invention is a grant by the Government to the 
patentee of the power to exclude others for a limited period from 
practicing the invention defined in the patent grant. The document 
consists essentially of two things, a description in such full terms as 
to enable in worker in the art to practice the invention, and the legal 
grant to the patentee of the right to exclude others from practicing 
that invention. The document is thus both a disclosure or descrip- 
tion of a limited area of technology, and a grant of the power of the 
patentholder to exclude others from working in that limited area. 

The grant of the power to exclude is given in exchange for the reve- 
lation by the patentee of the invention in order that when the limited 
period of the patent grant expires, the entire public may practice the 
invention and the great domain of publicly owned technology thus 
enriched for general and free use. 

From the standpoint of the public at large, it is the disclosure or 
teaching that is important. From the standpoint of the patent- 
holder, it is the grant of the power to exclude which is valuable. As 
will be demonstrated below, both of these aspects of the document are 
extremely important in a free enterprise industrial technology. 


THE PATENT FOR INVENTION—WHAT IT DOES 


The patent for invention has three important effects in industrial 
economy. These have been demonstrated as the justification for its 
use as a social device which has been accepted in most of the industrial 
countries of the world. These three aspects of the patent may be 
said briefly to be its incentive effect, its protective effect, and its 
effect as a breeder of innovation. 

1. The patent—As an incentive 

The first and foremost function of the patent is its usefulness in 
evoking a description or disclosure of what the patentee has invented 
in exchange for the grant of a patent. Some authors have considered 
the patent most useful as an actual incentive to invention, while 
others have put the emphasis on its usefulness in compelling the dis- 
closure of inventions. Whether one or the other is more important 


*Copy obtained upon request to Mr. Ooms. Also printed in 38 J. Pat. Off. Soc’y 38 (1956). 
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is of little consequence, as the existence of the patent system and its 
offer of a patent to an inventor in exchange for a disclosure of his 
teachings simultaneously evokes the invention and its publication. 
It can be readily demonstrated that the patent has been most effective 
as an incentive device to accomplish this purpose. 
2. The protective power of a patent 

Inasmuch as a patent for a short period monopolizes in the patentee 
a specified limited area of technology, that which the patentholder 
has invented, the patent enables that patentholder to protect himself 
against competition by others in the employment of that invention. 
This is the principal function of the patent as an economic device in a 
free enterprise competitive economy. It is to acquire this power of 
exclusion that patents are bought by others than the inventors. 
This patent frequently enables a small business to build an industry 
upon an invention and to protect itself in the difficult and costly 
period of development against more powerful competitors who have 
advantages of manufacture and distribution that are not usually 
possessed by the beginner company. 

It is, of course, this restrictive power of the patent that leads to a 
great deal of demagogical discussion of monopoly as a creature of the 
patent. That a patent is a monopoly—a legal monopoly—is clear. 
However, it is usually a very limited monopoly of a very small area of 
technology and, as will be discussed in the next paragraph, actually 
may have the paradoxical effect of creating competition rather than 
diminishing it. 
3. The patent as a breeder of innovation 


One effect of the patent little discussed is its capacity to create 
increased competition. Because the patent is restrictive and enables 
the patent owner to exclude others from practicing the technique 
covered in the patent, any competitor who wishes to achieve the same 
result or employ the same invention may be blocked by the patent. 
If he cannot get into the area fenced in by the patent by a license, he 
must devise his own alternatives as as or better than that 
covered by the patent. Thus the existence of the patent, with its 
power of restraint, actually compells others to attempt to duplicate 
or improve upon its teaching by alternatives. In the devising of these 
alternatives the entire technology is enriched. 

Occasionally—but historically extremely infrequently—a single 
invention may appear that may actually have an extremely broad 
restraint, and embrace so large an area or an area so unique that it 
cannot be evaded. In that infrequent situation the patent will 
actually create a legal monopoly that may have appreciable social 
effects. The appearance of inventions of that magnitude and scope 
is so rare that in a maturing technology it can be generally ignored, 
but the fact that the possibility exists lead to special problems in the 
atomic energy field. These will be discussed below. 













































THE PATENT IS A WONDERFUL INVENTION 





Actually, as a social device, the patent for invention is one of the 
greatest inventions contrived by man. It enables the public, b 
means of a device which costs the public merely a very nominal ad- 
ministrative cost, to offer to any inventor who may produce an inven- 
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tion and publish it for general use after a limited period, a patent em- 
powering him to employ his own invention exclusively. The system 
exclusively puts the inventor to work to produce and publish inven- 
tions for no other consideration than the power and opportunity 
anted him by the patent solely to exploit the invention and to get 
is return from that invention in exchange for his having revealed it. 
Some misapprehension has arisen that this enables the patent holder 
to impose some new tariff on the public. As a matter of fact, that 
concept is absolutely untrue and economically unsound. A patented 
invention must pay its own way. The patent holder cannot compel 
the public to buy the patented device or the product of the patented 
method in preference to other alternatives. The patented invention 
must ar some value which the public is willing to pay for. And 
only if this value is sufficiently great to attract the public to the use 
of the patented invention does the patentee get anything out of it. 
Actually, the grant of a patent for an invention may result in the 
lowering of a price of a patented product or something produced by a 
patented aiie eho. Because the patent enables the patent holder to 
employ the technique alone, his tooling can frequently be more 
intensive, his economies of distribution may be greater, and com- 
etitive losses may be eliminated. There are a number of reasons why 
requently a patented article goes into the market at lower cost 
because it is monopolized than it would go if it were made by a 
number of producers. 


HISTORY HAS JUSTIFIED PATENTS FOR INVENTIONS AS AN ECONOMIC 
DEVICE 


In spite of the regularity with which the patent system is assailed 
and the readiness with which the patent is attacked politically, the 
experience of every industrial nation has justified the patent system. 
In the United States the system has existed in almost its present form 
since the beginning of the Republic. In England it is older, and in 
many of the continental countries it is older. Only Holland of all 
(except Iron Curtain) countries has attempted to abolish the patent 
system, but after several years of experience without a patent system 
Holland reinstituted the patent system much like our own. 

The sincerity and intensity with which the patent problem has been 
discussed in connection with atomic energy legislation discloses that 
American industry is deeply interested in having the patent system 
apply in as nearly a normal method as possible to atomic energy 
industry. 

Obviously, if the patent system is good for industry generally it 
should be good for the atomic energy industry. If its principles are 
sound, they should all be applicable to an industry built in this field. 
And were there no unique aspects in the field of atomic energy, one 
could readily say no special patent provisions are required and the 
industry could be embraced within the normal patent system. In 
fact, there are special reasons why the patent will be of unique use- 
fulness in the industry built upon atomic energy. 

One fact that seems impressive at this time is that many of the 
early participants in the creation of an industry employing nuclear 
energy, will be investing enormous sums of money without the hope of 
immediate gains. Probably the only returns to many of these par- 
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ticipants in the early days of the industry will be the learning and the 
the inventions which they may contrive in this pioneer period. To 
the extent that this learning and these inventions may be covered by 
U.S. patents with a life of 17 years, this may enable some of the 
participants to get some return at a later period when the industry 
expands and the opportunities for the employment of these inventions 
become more general. Then the inventions can be exploited to the 
aa of those who, at great expense, may have made them years 
efore. 

In other words, the patents for inventions may be all that some of 
these early workers in the field get out of their investments and work. 
The opportunity to procure these patents and to exploit them profit- 
ably may be one great incentive that is bringing wide interest into the 
field of atomic energy. 


THE UNIQUE NATURE OF ATOMIC ENERGY TECHNOLOGY 


It is only because there are unique characteristics and special 
features of atomic energy technology and the industry to be built 
upon it that there is any justification for making exceptions from 
normal patent principles and procedures. That the atomic energy 
field does have some unique characteristics and peculiarities is evident 
from a number of factors: 


1. The first 10 years of atomic energy development was at Government 
expense 
One of the aspects of the development of atomic energy that is 
most frequently adverted to in the congressional hearings is the fact 
that almost the first 10 years of the development of atomic energy in 
this country was done wholly at public expense. This is only in 
part true. Although many Billions of dollars were spent in this 
enterprise during the war years and the few years after the war, a 
large part of this money was spent for temporary war devices and the 
knowledge necessary to create them. Yet all of the expenditure for 
this purpose was not Government funds. Into this enterprise 
especially during the war years, went the learning and effort and 
ingenuity of thousands of American scientists, inventors and indus- 
trialists, and the know-how and enterprise of thousands of American 
companies and organizations. This resource could not have been 
bought for sums many times greater than that which was actually 
spent. The atomic energy enterprise as developed by this Govern- 
ment during the war and immediately thereafter, was not something 
that was merely purchased with public money, but it was a project 
into which went all of the learning and ingenuity and inventiveness of 
a generation of American industry. 
ecause of this large public investment it is argued that unless some 
means be found to recover the cost of this learning in atomic energy, 
the Government will have been plundered by a “billion dollar give- 
away.” This is, of course, fantastic. In the first place, the best use 
that the public can make of the learning it has acquired in these early 
years of atomic energy enterprise is to make the knowledge acquired 
in this manner as widely and readily available as possible to enable 
those who work in this field to begin at the high plateau of develop- 
ment to which this early effort has brought us. Any patents that the 
Government may have acquired in this period are put to their best 
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use when the teachings in those patents are made generally and freely 
available. 


2. The special political problems of atomic energy 


Any industry built upon atomic energy is unique in one aspect with 
which industry generally is rarely touched, and that is the political 
impact of the industry upon the Nation and the world. Our first 
zee problem with atomic energy was the maintenance of secrecy 

ecause of its military potential. While secrecy remains necessary in 
many aspects of the field, the complete secrecy in which the enterprise 
was first enshrouded becomes less and less important as time goes on 
and the spread between the accomplishments of the various nations 
is narrowed. 

Nevertheless, atomic energy still has world political aspects quite 
apart from those involved in the design of wnllivare weapons. Ina 
certain sense atomic energy has become symbolic of a national atti- 
tude toward peace. To the extent that any nation is willing to share 
its atomic energy technology and resources with the rest of the world 
is its good faith in world politics measured. 

In addition, ever-increasing world power needs which are threaten- 
ing a diminishing reservoir of fossil fuels make atomic energy power, 
and its development, one of the great pressing needs of the world. 
Further, the promising applications of atomic energy in medical learn- 
ing techniques and in medical treatment, confer on it a singularly 
beneficent aspect. Also, the inquiries into the basic principles which 
govern nuclear phenomena have led to the most intensive and exten- 
sive attack upon the basic knowledge of the universe that has ever 
been attempted. 


While all of these considerations do not bear directly upon the 
patent aspects of atomic energy and its domestication, they do indicate 
that we are dealing with a problem which has led to the most devoted 
and intense effort to create an industry in a brief period of time that 
the world has ever seen. In other words, we are not dealing here with 
the gradual evolution that has characterized industry pene 

e 


a span of years between the dominating inventions and the belated 
public appreciation and demand for the product of the industry, but 
a technology that is maturing at a rate which has never before been 
encountered in the history of the world. That becomes important 
because it means that we are confronted with an immature technology 
in which there are many competing active participants, many of 
whom may stumble upon or create an invention of world-sweeving 
importance. 


83. The intensity of effort that characterizes the atomic energy industry 
One need but examine the releases of the Atomic Energy Commis- 
sion from day to day to realize that the entire American industry is 
at work in this field. The release of the names of companies merely 
seeking access agreements indicates that this is not to be the special 
field of a few companies, but is the immediate interest of almost every 
organization engaged in industrial work in this country. Of course 
the interests of these various participants are diverse, but they all 
impinge upon one another at various points. Many of the common 
principles and common tools will be of interest to all participants. 
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WHY SHOULD THERE BE ANY SPECIAL PATENT PROVISIONS IN ATOMIC 
ENERGY LEGISLATION? 





When the first Atomic Energy Act was passed, many of its provi- 
sions were dictated by the fact that the Government intended to 
maintain a monopoly of atomic energy for a period within which world 
control of this new agency was to be attempted. In order to enable 
the Government to participate in a universat approach to the question, 
it was necessary that many special provisions be put into the legisla- 
tion which would insure that when the Government was called upon 
to act it could act freely and with complete control of the entire field. 
That first effort at universal control of atomic energy has failed, but 
the efforts being made at this time have changed in character and no 
longer have any serious effect upon the patent provisions of the legis- 
lation. What is important in the legislation is that the special rela- 
tionship of the Government to this industry and the public’s position 
in it still dictate some special provisions. 


1. Need for reporting 


As long as the Government maintains its very active program in 
atomic energy and acts as a clearinghouse for all the developments 
in the field, and of course has the special duties and burdens imposed 
by the problem of military weapons, it will remain essential that there 
be special provisions in the legislation requiring the reporting of atomic 
energy inventions. This is pretty well covered in the 1954 act. In 
the event there is a rewriting of any of these provisions, it might be 
profitable to gather together into a coherent single provision the 
requirements for reporting in section 151(c) and the specified penalties 
which the failure to report may impose. These at present are scat- 
tered throughout the act and some are merely implied. 


2. Government-owned patents in atomic energy 


Because of the very active work by the Government in the early 
years of atomic energy and its maintenance of an extremely compre- 
ensive program for development by development contracts and its 
own facilities, the Government has acquired and will continue to 
acquire a great number of patents in this field which at the present 
time are licensed without royalty to American industry. Section 156 
requires the Commission to establish standard specifications for the 
licenses to use Commission-owned patents, and these proposed 
standards have been prepared. 

The question has been raised whether or not the Government should 
charge royalties for these inventions which are covered by patents 
owned by the Commission. There was a provision in the early drafts 
of the 1954 act which provided for the imposition of royalties upon 
licensees under these patents. On the one hain, it is contended that 
the Government has an enormous investment in these inventions and 
should take some steps to recoup this investment. On the other, it 
is urged that these patents are put to their best use when the teach- 
ings contained in them are made freely available for the widest pos- 
sible utilization. The second position has always appealed to me as 
being the most profitable from the public standpoint. The existence 
of any licensing authority, even though the royalties be extremely 
reasonable, will involve an administrative burden that may actually 
cost more than the yield of the royalties. 
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Those who urged that these patents should be licensed only at 
royalties also contended that the Government charges for many of its 
facilities, such as its grazing and mineral lands, and such properties of 
the Government as patents, cannot be distinguished. It must be 
remembered that grazing lands and mineral rights are unique in that 
a single licensee is the only one who can utilize those facilities or re- 
sources. If the Government should grant free access to them to a 
single citizen, there is obvious discrimination and preference and what 
is in effect a subsidy in a competitive industry. The inventions dis- 
closed in patents, on the other hand, are not a resource which is ex- 
hausted by a single use but find their greatest public benefit if they 
are put to wide and ready use by a great number of people. The 
public benefit conferred by having the teachings in these patents 
available as part of the public domain will probably prove more 
profitable in the long run to the public at large than any device for 
exacting a small license fee for the employment of these inventions. 

There is another reason why a licensing system for the employment 
of the inventions covered in these patents is not recommended. The 
United States traditionally has not sued for infringement of its patents. 
Since a license is merely a waiver of the right to sue, to make a licensing 
scheme effective, the Government must be prepared to sue all those 
who employ the teachings of its patents without license. This means 
that the Government must abandon its traditional policy of permitting 
the free use of its patents and be prepared to sue its own citizens for 
infringement. This is a fundamental change in policy that should 
be considered only for most compelling reasons. Those reasons do 
not appear in the atomic energy field. 

One question is raised by the Government policy of permitting the 
free use of inventions covered by its patents; if the Government is to 
make all of the teachings it owns freely available, why should the 
Government seek patents upon these inventions? The seeking of the 
patent not only involves considerable administrative expense in 
prosecuting the patent application in the U.S. Patent Office, but it 
also frequently results in a delay in the dissemination of the informa- 
tion contained in the patents. There are, however, some problems 
that dictate that the United States may have to continue to seek pa- 
tents for its inventions. In the first place, the patenting of the in- 
vention by a stranger to the Atomic Energy Commission may put the 
Commission at the disadvantage that although it actually had the 
teaching first, the patent would issue if the Commission did not file 
a patent application, to one who is not the first inventor. This 
would enable the patentee to subject practitioners of the invention 
to the patent domination even though the invention had been made 
by the Atomic Energy Commission or one of its contractors. 

The Atomic Energy Act of 1954 has attempted to meet this problem 
by rendering a patent invalid (sec. 155) if prior knowledge existed 
even though that knowledge was under secrecy within the atomic 
energy program of the United States. That provision, which will be 
adverted to later herein, would protect the public against assertion of 
patent rights by one who was not the first inventor, and the statutory 
provision which protects all U.S. agencies against suit for infringe- 
ment, would effectively protect the Commission itself against the 
assertion of patent rights by those who were later than the Commission 
in making the invention. This would not, however, meet another 
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problem that is raised in foreign countries. If the United States 
continues to seek patents in this country and also follows an extensive 
patenting program abroad, American industry will be protected in 
the use of such inventions in foreign countries. The entire problem 
of foreign patents raises many questions of its own which are not 
within the scope of this paper. 

These considerations do dictate, however, that there be a reexami- 
nation of the policy of the Commission in procuring patents on the 
inventions it owns. Related to it is the Commission policy of seeking 
waivers from employees and employees of contractors, and in seeking 
patent clauses in contracts for developmental and other work for the 
Commission which require that the patents be turned over to the 
Commission. 

Where the Commission enters into a contract in which it provides 
all of the funds and facilities for the development or promotion of the 
particular project, it is simple justice that all of the patent rights go 
to the Commission and thereby are thrown into the public domain so 
that the teachings are generally available without cost to the public. 
Where, however, the Coanmatatitea enters into contracts with estab- 
lished workers in the field who not only provide facilities of their own 
but the know-how that is frequently unique to that industry, care 
should be exercised in seeking more for the Commission than merely 


the nonexclusive right to employ the inventions in Commission 
activities. 


3. The compulsory licensing provisions of atomic energy legislation 


Both in the 1946 act and in that of 1954 there have been provisions 
providing for a limited compulsory licensing of inventions in the atomic 
energy field. In both of these acts the inventions which were suscepti- 
ble to compulsory licensing were only those which had met certain 
prescribed rigorous tests set forth in the statute so that the power to 
compel the licensing of these inventions was actually a reserve power 
which, up to this time, has never been exercised by the Commission. 
This series of provisions in the legislation has been subject to the 
greatest criticism and controversy, both outside of and in Congress. 

On the one hand, it is argued that compulsory licensing is anathema 
to the American patent system and is a form of socialism which is 
not consonant with American free enterprise. It is sincerely argued 
that there is no place in atomic legislation for a compulsory licensing 
provision as it dilutes and impairs the incentives which the patent 
system affords. On the other hand, it is argued that all patents in 
atomic energy should be subject to some form of licensing because of 
the great investment which the United States has made in this 
industry. That argument is clearly fallacious as the contributions 
that will be embraced in future patents must be unique and indi- 
vidual contributions above the plateau of accomplishment which has 
marked the investment of the Government in this enterprise. 

It is also argued that the possibility of the creation of a monopoly 
in this field is so great that compulsory licensing must be available’ in 
order to prevent the creation of a monopoly. There are special 
provisions in the act of 1954 (secs. 105, 158) directed to the prevention 
of the creation of a monopoly. Any monopoly crea under a 
patent is obviously a legal monopoly and not within the reach of the 
antitrust laws if all that the patent holder does is exercise the rights 
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created by the patent. No patent of itself creates an illegal monop- 
oly. It is only transactions and contracts or the combination of 
patents which create illegal monopolies. The possibility of any 
single patent arising which may create a monopoly in atomic energy 
because of the peculiarly dominating character of the patent is quite 
remote but nevertheless sufficiently real that as long as apprehension 
continues that this possibility may be realized, some provision should 
be made for it. A properly guarded and restricted provision to 
permit the Commission to exercise a reserve power of subjecting any 
dominating patent to compulsory licensing seems at this stage to be 
a necessary part of atomic energy legislation. 

Another contention advanced for the maintenance of compulsory 
licensing provisions in atomic energy legislation is the fact that in 
the early period of the domestication of atomic energy the opportunity 
for access to the field will not be universal. In the first place, much 
of the work for the first 10 years of the program has been entrusted to 
a number of companies that will have, because of this early work, 
some advantage in the field in that they will have acquired the know- 
how and acquaintance with the problems of atomic energy that will 
enable them to take a leading position in the field. This is one of the 
inevitable consequences of pioneer work, but the patent policies of 
the Manhattan district and the Atomic Energy Commission have 
been such that all of the inventions made in this early period are 
covered by patents owned by the Commission and freely available to 
the public. That early participation in the work will probably enable 
these participants to acquire more inventions and more important 
inventions in the years to come is an assumption which may or may 
not be true. In many industries it is the outsider who, coming in 
with a fresh and novel approach, contributes the basic learning. 

It is, in any event, impossible to equalize the opportunities in this 
field for every participant. There will neither be the material, the 
trained men, nor the facilities needed to give every participant in the 
field of the domestication of nuclear energy an opportunity to begin 
work at the same time and from the same position as the other partici- 
pants. This cannot be corrected or equality established by penalizing 
the earliest participants and those who make the greatest number of 
innovations and inventions in the field. This is not the only area in 
American industry where ideal and absolute equality of opportunity 
does not exist. It cannot be corrected by any modification of the 
patent system without impairing the incentives which that system 
provides. 

RECOMMENDATIONS 


These considerations lead to these recommendations: In order for 
the patent system to be employed to the greatest benefit of the public 
interest in the advancement of atomic energy industry, the industry 
should be restored to the normal and conventional operation of the 
patent system to the fullest possible extent as soon as possible. Inas- 
much as the patent system does not embrace all scientific contribu- 
tions that may be of great value in this field but merely the categories 
of patentable invention enumerated in the Patent Act, it is desirable 
to maintain an award system that will enable the Patent Compensa- 
tion Board of the Atomic Energy Commission to grant awards to 
contributors who cannot be rewarded under the patent system. 
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To insure that the patent, system is given its fullest opportunity 
in this field, the patent clauses of Commission contracts and the ad- 
ministration thereof, as well as the waiver system followed by the 
Atomic Energy Commission, should be examined to insure that both 
individual workers in the field and contractors with the Commission 
have available to them the greatest opportunities which the patent 
system affords. It may be that the Commission at this time is fol- 
lowing a policy which does reduce its demands to the fullest possible 
extent consistent with the public interest in those projects where 


only public money and facilities are employed, and if so this would 
of course satisfy this objective. 


RECOMMENDED CHANGES IN PATENT PROVISIONS OF 1954 ATOMIC 
ENERGY ACT 


Examining chapter 13 of the Atomic Energy Act of 1954 covering 
patents and inventions, the following recommendations and sugges- 
tions are made: 

The present provisions of section 151, defining the proscription of 
patenting of inventions “useful solely in the utilization of special 
nuclear material or atomic energy in an atomic weapon” and revoking 
any patent rights in inventions to the extent that such inventions are 
so used (subject to just compensation), seem to be adequate to achieve 
the purpose. The advisability of permitting patents, which inherently 
are published disclosures, of military weapons is questioned. Many 
military weapons depend for their efficacy upon the element of sur- 
prise. Inasmuch as a government alone is theoretically interested in 
the manufacture and use of weapons, there would seem to be no 
reason for the granting of patents upon weapons as there are special 
statutory provisions to prevent the enforcement of such patents 
against the Government except to procure just compensation for the 
use of the inventions. A system of awards for the invention of 
a which would enable the inventor to keep secret the invention 
would appear to be preferred to any system of patenting. 

The reporting provisions of section 151 (c and d) are satisfactory. 
It has been suggested that the penalties for failure to report which are 
contained in other provisions of the act should be brought together 
in closer proximity to the provision which requires reporting for 
clarity. This is not a serious defect in the legislation. 

Section 152 creates a presumption that inventions in this field 
made by one who is under contract or has some other undefined rela- 
tionship with the Commission are presumptively made by the Com- 
mission and prescribes a rather elaborate procedure for determination 
of the ownership of the invention. This section has been widely 
criticized, even by its own author. It is suggested that the rights to 
inventions conceived during Commission contracts are best de- 
termined by the terms of the contracts themselves and by the adminis- 
tration of the patent clauses which the Commission inserts in such 
contracts than by any statutory provision. The assignment of the 
determination of the ownership of such patent to the Board of Inter- 
ference Examiners of the U.S. Patent Office rather than the courts 
appears to be a complication of legal procedure which is unnecessary. 
Inasmuch as any determination by the Board of Interference Exam- 
iners would be reviewable by the Courts, a determination by the 
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courts in the first instance would seem to be preferred. In the opinion 
of the writer, section 152 could be removed from the statute without 
any impairment. 

Sections 153 and 154 set up a very elaborate procedure for the 
limited form of compulsory licensing which the statute attempts. This 
could be greatly simplified. The possibility that the Commission 
may sua sponte undertake to declare a patent to be affected with the 
public interest, seems sufficiently remote to eliminate that alternative 
and make all compulsory licensing to be subject to initiation by an 
applicant and subject to the same rigorous tests which are prescribed 
for the applicant in section 153(c), (d) and (e). The provisions should 
of course insure a hearing and should contain all of the protection 
which is prescribed in the section at the present time. 

Section 154 seems to be unnecessary in view of the fact that the 
licensed use of the patent is never subject to injunction. 

Section 155, making the inventions known to the workers within 
the atomic energy program, even though entirely secret, invalid if 
patented in a subsequently applied for patent, is contrary to the 
present patent system and introduces an innovation that seems 
entirely unnecessary. If the intention of the provision is to protect 
the United States against the assertion of patent rights to inventions 
which were known to the Commission but kept under secrecy, that 
could be accomplished by a simpler provision. Such a provision 
would merely make such knowledge a defense for the Commission 
and for the United States without actually invalidating the patent 
procured by the one who independently made the invention and, 
following the procedure prescribed by the patent system, procured a 
patent therefor. All the other statutory bars to patent validity which 
are prescribed in the U.S. Patent Act are dependent upon there 
actually having been reproducible public intelligence of the invention. 
This provision for the first time eliminates that aspect of notoriety 
and makes a secret use of the invention a defense to the validity of a 
patent. 

Section 156 seems adequate for its purpose, as does section 157. 

Section 158 is unnecessary as the courts have found that the misuse 
of the patent in a scheme of monopolization permits the court to sub- 
ject such a patent to compulsory licensing. All that section 158 does 
is grant this permissive power to the court and require that the license 
so compelled shall be subject to a reasonable royalty fee, which has 
been the practice of all the courts but two in imposing compulsory 
licensing as a remedy for misuse of patents. 

Sections 159 and 160 are adequate for their purposes although the 
period of time in which section 160 was to be effective has already 
expired except for the consequences to the patentee of any patent 
which was granted after reinstatement of an application under this 
section. 


Cuicaao, October 12, 1956. 
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THE PATENT PROVISIONS OF THE ATOMIC ENERGY ACT OF 1954 

i A. Background and Battleground 

; 1. Genesis and Content of the Patent Provisions in the 1946 Act 

When the release of atomic energy, whether by fission or fusion, ceased 
, to be a purely military matter’ and emerged as the most promising avenue 
= for peaceful human progress, it became clear that a new and bold legisla- 
if tive policy governing the production and utilization of the new power 
e source had to be shaped. It was felt that, at least at the beginning, the gov- 
s ernment would still have to bear the brunt of the development and retain 
e vast monopoly and control powers in order to assure that scientific and 
at technical endeavors would not slacken and that national security would not 
yn be imperiled; after a heated and crucial battle, it was settled that a new 
om civilian agency should be the center of the new governmental activities.” 
4 It soon became evident that the government’s special position and re- 
. sponsibility in the atomic energy field would have important patent impli- 
ch cations and require special regulation.* To be sure, the first bill on the 
re control of atomic energy,* introduced by the late Senator McMahon, the 
~ pioneer of the new legislation, contained no mention of patent questions. 
7" But his second bill which was introduced shortly before the end of 1945° 
incorporated some important provisions to this effect. 

The new bill singled out and differentiated two types of inventions: (1) 
as those of “a device or method for the production, refining or other processing 
oes 
nse *Reprinted from 46 California Law Review 40-68 (1958). 
has ** Professor of Law, University of California. The views expressed in this article are strictly the 

personal opinions of the author and in no way reflect any position of the Regents of the University of 
ory California, a prime contractor of the AEC. 
the 1 About the military phase of the development of release and utilization of nuclear energy, 
adv see particularly SmyTH, Atomic ENERGY FOR Mizitrary Purposes (1946). 
ent 2 About the history of the first atomic energy legislation, see especially Miller, A Law Is 


Passed—The Atomic Energy Act of 1946, 15 U. Cur. L. Rev. 799 (1948). 

8 About the handling of the patent aspects of inventions relating to atomic energy develop- 
ment during the military control phase, see Newman & Miller, Patents and Atomic Energy, 
12 Law & Contemp. Pros. 746 (1947). 

45S. 1359, 79th Cong., Ist Sess. (1945). 

5S. 1717, 79th Cong., ist Sess. (Dec. 20, 1945). For the text of the bill see also Atomic 
Energy Act of 1946, Hearings before Senate Special Committee on Atomic Energy on S. 1717, 
79th Cong., 2d Sess. 1 (1946). 
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of fissionable material” and (2) those of “any process or device utilizing 
or peculiarly necessary to the utilization of fissionable materials, or pecu- 
liarly necessary to the conduct of research or developmental activities in 
the [atomic] fields” (as specified in the bill). For the first class of inven- 
tions patents were to be issued or, if already issued, to be assigned to the 
Commission subject to a right to fair compensation of the inventor. The 
second class of inventions was left to privately-owned patents, but declared 
to be affected with a public interest and made generally available upon 
payment of a reasonable royalty fee.® In the course of the hearings on the 
bill before the Senate Special Committee on Atomic Energy’ the proposed 
patent provisions drew a considerable amount of attention. Henry Wallace, 
then Secretary of Commerce, urged important changes in three respects.* 
In the first place he argued that the patent system had no raison d’étre with 
respect to inventions in those fields of activity which the government re- 
served exclusively to itself. Second, he maintained that the government 
or the public at large should obtain patent rights to all other inventions 
stemming from publicly financed research. Lastly, he recommended certain 
restrictions of the compulsory licensing provisions. His arguments seem to 
have been persuasive to a large extent. As a result of them the Committee 
rewrote the patent provisions as well as most other sections of the bill and 
recommended its passage in its redrafted form.® 

The new patent section, section 11 of the bill,"° made a number of im- 
portant structural changes in the existing patent system: 

(1) Patent protection was withdrawn, both prospectively and retro- 
spectively, for certain critical areas of technology and against certain privi- 
leged practices of inventions. 


(a) Patentability was abolished in toto for inventions useful solely in 
the production of fissionable material or in the utilization of fis- 
sionable material or atomic energy for a military weapon." 


(b) Patent coverage was excluded for other inventions to the extent 
that they are used in the production of fissionable material or in 
the utilization of fissionable material or atomic energy for a mili- 
tary weapon.” 


6S. 1717, 79th Cong., 1st Sess., § 10. See also the summary given by one of the draftsmen 
of the bill, Miller, A Law Is Passed—The Atomic Energy Act of 1946, 15 U. Cut. L. Rev. 799, 
808 (1948). 

7 Atomic Energy Act of 1946, Hearings before Senate Special Committee on Atomic Energy 
on S. 1717, 79th Cong., 2d Sess. (5 parts) (1946). 

8 Id. at 225-26. 

® Atomic Energy Act of 1946, S. Rep. No. 1211, 79th Cong., 2d Sess. 1 (1946). 

10 Jd. at 24. 

11S. 1717 (Special Committee Draft), 79th Cong., 2d Sess., § 11(a)(1) (1946). 

12 Id. § 11(a) (2). 
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(c) Patent protection was likewise eliminated for other inventions to 
the extent that they are used in the conduct of research and devel- 
opment activities in certain atomic fields catalogued by the bill.”* 







(2) Broad powers of eminent domain were specifically accorded to the 



















































federal government, represented by an Atomic Energy Commission, with 
s respect to inventions—whether or not covered by patents or pending appli- 
; cations—which are useful in the production of fissionable material or in 
. the utilization of fissionable material or atomic energy for military weapons, 
. or which utilize or are essential in the utilization of fissionable material or 
d atomic energy.’ 
_ (3) The Commission was empowered to declare any patent, regardless 
; of private ownership, to be affected with a public interest and as a result 
. subject to certain broad but non-gratuitous licenses if the invention covered 
- by the patent utilized, or was essential to the utilization of, fissionable ma- 
- terial or atomic energy and, moreover, such licensing was necessary to 
“8 effectuate the statutory policies and purposes. Such compulsory licenses 
- authorized practicing of the invention in question, both by the Commission 
to a2 ‘ > as 
7 itself and by all private operators holding licenses to carry out the manu- 
‘op facturing or utilization activities subjected to such control by the bill.” 
- This triple regime of limited or non-patentability, government acquisi- 
tion through condemnation and compulsory licensing was implemented by 
= a congeries of provisions designed to assure prompt and adequate govern- 
| ment information of inventions thus given a special status and to accord 
os appropriate compensation or fair reward to persons affected by the new 
ene arrangement: 
(1) The bill imposed a duty of prompt and complete disclosure on all 
y in makers of inventions useful in the production of fissionable material or in 
fis- the utilization of fissionable material or atomic energy for military weap- 
ons.’® In addition it obligated the Commissioner of Patents to notify the 
tent Atomic Energy Commission of all patent applications covering such or 
5 ie other inventions subject to the new powers of eminent domain.” 
nili- (2) In order to secure just compensation or reasonable royalty fees to 
patent owners subjected to withdrawal of acquired patent protection, con- 
ti demnation and requisition, or compulsory licensing, as well as to provide 
banee fair rewards as an incentive to inventors affected by the exemptions from 
dat patentability, a special Patent Compensation Board to be designated by the 
nergy Commission was created. The bill contained fairly detailed standards for 










13 Jd. §11(b). 
14 Jd. §11(d). 

15 Jd. §11(c)(1) and (2). 
16 Jd. § 11(a) (3). 

17 Jd. § 11(d), last clause. 
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the determinations to be made by the board and provided for judicial review 
thereof upon petition by the aggrieved party.”® 

These provisions of the revised bill had smooth sailing in the Senate”® 
but met with violent criticism in the House of Representatives” and were 
finally struck out and replaced by a different system proposed by Congress- 
man Lanham.” However, they prevailed in the Conference” and were 
translated into law by the Atomic Energy Act of 1946.¥ 


2. From the Atomic Energy Act of 1946 to the Revision of 1954 


In spite of the turbulent circumstances of their birth and certain flaws 
in their draftsmanship the patent provisions of the 1946 Act did not hurl 
their administration into a chasm. The AEC went to work quietly and 
tackled its task methodically and with circumspection. In January 1947 it 
appointed a Patent Advisory Panel “to recommend to the Commission poli- 
cies, procedures and staff organization for the effectuation of the patent 
provisions of the Act’ and, upon submission of its report on September 17, 
1947* and after proper hearing, promulgated the administrative rules gov- 
erning proceedings for compensation, royalty fees and incentive awards.” 
The Patent Compensation Board was appointed in April of 1949*7 and 
since that date has processed a dozen or so cases. A few of the applications 


18 Jd. §§ 11(e) and 13. For a discussion and construction of the judicial review provisions 
after they became law see Fletcher v. U.S. Atomic Energy Comm’n, 192 F.2d 29 (D.C. Cir. 
1951). 

1992 Conc. Rec. 6076-98 (1946). 

20 Jd. at 9249-75, 9340-86, 9464-77, 9545-63 (1946). 

21 Jd. at 9484-93, 9561 (1946). 

22 Atomic Energy Act of 1946, Conference Report to Accompany S. 1717, H.R. Rep. No. 
2670, 79th Cong., 2d Sess. 10-12 (1946). 

23 C. 724, §§ 11, 13, 60 Strat. 768, 772, 42 U.S.C.A. §§ 1811, 1813 (1952). For detailed dis- 
cussions of the former law see especially Boskey, Inventions and the Atom, 50 Cotum. L. REv. 
433 (1950); Dani & Brown, Domestic Controt or Atomic Enercy 69 (Social Science Re- 
search Council Pamphlet No. 8 (1951) ; Newman & Miller, Patents and Atomic Energy, 12 Law 
& Contemp, Pros. 746 (1947), reprinted in Newman & Mriter, THE Contror or ATOMIC 
ENERGY 142 (1948); Ooms, Atomic Energy and U.S. Patent Policy, 2 Buti. or THE ATOMIC 
Scientists, No. 9 and 10, at 28, No. 11 and 12, at 30 (1946) ; Ooms, The Patent Provisions of 
the Atomic Energy Act, 15 U. Cur. L. Rev. 822 (1948) ; Ooms, Problems of Patent Policy for 
Government and Industry in Atomic Energy, LeEcTURES ON ATOMIC ENERGY INDUSTRIAL AND 
Lecat Proprems 155 (U. of Mich. 1952); Note, Atomic Energy Patent Provisions and the 
American Economy, 97 U. Pa. L. Rev. 389 (1949). 

24 AEC, First Semiannual Report, S. Doc. No. 8, 80th Cong., Ist Sess. 10 (1947); AEC, 
Second Semiannual Report, S. Doc. No. 96, 80th Cong., 1st Sess. 17 (1947). 

25 AEC, Third Semiannual Report, S. Doc. No. 118, 80th Cong., 2d Sess. 35 (1948) ; AEC, 
Firra SEMIANNUAL REPorRT 149 (1949). 

26 The regulations were published in the proposed form on May 8, 1948, 13 Fep. REG. 2487 
and promulgated in their final form on June 24, 1948, 13 Fep. Rec. 3457, 10 C.F.R. pt. 80 
(1949) ; cf. AEC, FourtH SEMIANNUAL REPorT 57 (1948) ; AEC, Frere SEMIANNUAL REPORT 
149, 173 (1949). 

27 AEC, SrxrH SEMIANNUAL REporT 14 (1949). 








Law 
‘OMIC 
rOMIC 
ons of 
cy for 
L AND 
id the 


AEC, 


AEC, 


5. 2487 
pt. 80 
REPORT 








ATOMIC ENERGY PATENTS 261 





were terminated by sizable settlements,” one led to an award of $7,500 
in favor of the applicant,” but the majority were rejected.*° 

The Commission saw no occasion to exercise its statutory authority to 
declare patents affected with public interest and thereby subject them to 
automatic licenses. Following the lines of action recommended by the initial 
report of the Patent Advisory Panel, the AEC looked at its authority in 
this respect as a “‘reserve power” to be exercised only “under certain rather 
exceptional circumstances.” ** The successful maintenance of this position 
rested principally upon the practice followed by the AEC of reserving to 
itself the right to take title to any invention made in the course of work 
under the research, development and operations contracts concluded by it 
and supported with public funds. In execution of this approach the Com- 
mission developed three types of patent clauses—designated “type A,” 
“type B” and “type C’’—which were inserted in the contracts according to 
what kind of work by the contractor was involved. Type A, the most sweep- 
ing and most commonly used, accorded the Commission the power to insist 
on acquisition of full patent rights, while types B and C left the contractor’s 
rights as non-exclusive and sole licensee, respectively, in fields other than 
atomic energy.** Because of the rapidly mounting patent portfolio thus 
accumulating, in December 1949 the AEC initiated a program offering and 


28 Application of Christofilos ($10,000 settlement) ; Application of Giannini & Co., involv- 
ing the basic Fermi-Pontecorvo patent for production of radioactive substances by means of 
neutron moderation ($300,000 settlement); Application of Seaborg, Kennedy, Wahl & Segre 
($400,000 settlement). See AEC, Frrreenta SeMIANNUAL Report 52 (1954); AEC, Eicnur- 
EENTH SEMIANNUAL Report 100 (1955) ; CCH Atom. En. Law Rep. {ff 3152, 3160. 

29 In re McClellan, 91 U.S.P.Q. 278 (1951), CCH Atom. En. Law Rep. { 3154; see also 
AEC, ELeventH SEMIANNUAL Report 44 (1952) ; Ooms, Problems of Patent Policy for Gov- 
ernment and Industry in Atomic Energy, Lectures oN Atomic ENERGY INDUSTRIAL AND LEGAL 
ProBLEMS 155, 185 (U. of Mich. 1952). 

80 In re Fletcher, 84 U.S.P.Q. 386 (1950), CCH Atom. En. Law Rep. { 3151, affd sub 
nom. Fletcher v. AEC, 192 F.2d 29, 90 U.S.P.Q. 3 (D.C. Cir. 1951) [for a connected phase of 
the litigation see Fletcher v. United States, 133 Ct. Cl. 896, CCH Atom. En. Law Rep. { 3303 
(1956)]; In re Pacyna, 89 U.S.P.Q. 196, CCH Atom. En. Law Rep. {§ 3153 (1951); In re 
Schulz, 94 U.S.P.Q. 124, CCH Arom. En. Law Rep. { 3155 (1952) ; In re Fulmer, CCH Atom. 
En. Law Rep. 93156 (1950); In re Matheson, CCH Atom. En. Law Rep. { 3157 (1951); 
In re Lindequist, 88 U.S.P.Q. 264, CCH Atom. En. Law Rep. { 3158 (1951); In re Rapp, 
105 U.S.P. Q. 48, CCH Atom. En. Law Rep. § 3159 (1955) ; In re Grossman, 107 U.S.P.Q. 181, 
CCH Arom. En. Law Rep. { 3161 (1955) (on remand by D.C. Cir.) 111 U.S.P.Q. 388, CCH 
Atom. En. Law Rep. {§ 3163 (1956), aff'd sub nom. Grossman v. United States, CCH Atom. 
En. Law Rep. § 3305 (D.C. Cir. 1957); In re Dittenheimer, 109 U.S.P.Q. 259, CCH Atom. 
En. Law Rep. J 3162 (1956). 

81 AEC, Frere SEMIANNUAL REporT 148 (1949). 

82 For a brief summary of the content of the three types of patent clauses and the field 
of their application, see AEC, Frrra SemiannuaL Report 150 (1949); Dani & Brown, Do- 
MestTic ConTROL OF AToMic Enercy 73 (Social Science Research Council Pamphlet No. 8 
(1951) ). Inventions made in the course of work (not financed by the Commission) on or with 
radioactive isotope compounds obtained from the Commission were left to unrestricted private 
patent rights, AEC, Fiera SemiannvuaL Report 151 (1949). 
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freely granting licenses on a royalty-free, non-exclusive basis for patents 
acquired by it as a result of inventions made by AEC personnel or con- 
tractor employees on AEC work.** The AEC thus successfully avoided 
becoming embroiled in cumbersome controversies and the very few court 
decisions which were rendered** caused no special difficulties. 


3. The Revision of 1954: New Tempest in a Teapot 


Toward the end of 1952, at the latest, it became evident that the 1946 
legislation no longer corresponded to the “nuclear realities” ** of the times. 
The atomic energy monopoly of the United States had vanished in 1949 
when the USSR exploded her first atomic bomb; the advances in the art 
of harnessing atomic energy for peaceful uses had been made at such a pace 
that the further development of the nuclear reactor program made broad- 
ened participation by private industry feasible and desirable, if not imper- 
ative. As a result a thorough overhauling of the 1946 Act could no longer 
be postponed.*® 

The immediate impetus to legislative action was given by a message of 
the President of February 17, 1954*" which urged revision of the existing 
law so as to furnish—among other objectives in the international field— 
“improved procedures for the control and dissemination of atomic energy 
information” and “encouragement of broadened participation in the de- 
velopment of peacetime uses of atomic energy.” In order to accomplish the 





383 See AEC, E1cHTH SEMIANNUAL REPorT 209 (1950) ; AEC, TentH SEMIANNUAL REPORT 
63, 147 (1951); AEC, ELeventa SEMIANNUAL Report 44, 192 (1952); subsequent reports. 

34 Fletcher v. United States, 133 Ct. Cl. 896 (1956); Fletcher v. United States AEC, 192 
F.2d 29 (D.C. Cir. 1951), cert. denied, 342 U.S. 914 (1952); Consolidated Engineering Corp. 
v. United States, 127 F. Supp. 558 (Ct. Cl.), cert. denied, 349 U.S. 939 (1955). 

85 Term used in Message from the President, Transmitting Recommendations Relative to 
the Atomic Energy Act of 1946, H.R. Doc. No. 328, 83d Cong., 2d Sess. (1954) ; 1 LEGISLATIVE 
History OF THE Atomic Enercy Act or 1954, 45 (AEC 1955). 

386 The need for and the scope of new legislation were the subject of extensive public 
hearings held by the Joint Committee on Atomic Energy during June and July 1953, see 
Atomic Power Development and Private Enterprise, Hearings before the Joint Committee on 
Atomic Energy, 83d Cong., ist Sess. (1953). Prior to these hearings the chairman of the Joint 
Committee and the chairman of its Reactor Development Subcommittee had informed the 
Atomic Energy Commission that they would like to receive a statement on atomic power policy 
and a program of private industrial participation for consideration by the Joint Committee 
in executive session, id. at 62. Pursuant to these requests the Commission on May 26, 1956, 
transmitted a policy statement on atomic power development which had been submitted to and 
approved by the National Security Council, id. at 1, 54. This policy statement which was for- 
mulated in six points was again presented at the first day of the public hearings, id. at 6~7. 
Point 4e called for “more liberal patent rights than are presently granted to outside groups 
as may seem appropriate to the Commission and consistent with existing law,” id. at 7. The 
desirability of broadening the area of private patent rights was stressed by numerous wit- 
nesses at the hearings. Mr. Ooms, in particular, made detailed proposals in this respect which 
exerted important influence on the final form of the Act of 1954, id. at 457. 

37 Note 35 supra. 
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latter goal the message recommended a carefully guarded, but drastic, re- 
laxation of the government monopoly in the areas of production and utiliza- 
tion of atomic energy, coupled with a corresponding expansion of the area 
in which private patents could be obtained. However, in order to forestall 
the unfair acquisition of patent monopolies by contractors already in the 
field it was suggested that authority to require licensing of patented inven- 
tions essential to the peacetime applications of atomic energy should be 
continued for a limited period, estimated at five years.** 

In pursuance of this request the Joint Committee on Atomic Energy 
drafted a proposed act to amend the Atomic Energy Act of 1946 which was 
introduced in both Houses in April, 1954.°° The envisaged revision restored 
to the patent system a large portion of the sector which the 1946 legislation 
had withdrawn. Inventions useful so/ely in the utilization of “special ma- 
terial” *° or atomic energy in an atomic weapon remained unpatentable;** 
multiple application inventions were likewise not protectable by patents 
to the extent that they were used in such utilization.** The proposed amend- 
ment also retained the privileged status of research in the atomic fields. 
The compulsory licensing provisions were eliminated and the powers of 
eminent domain and acquisition by purchase were restricted to inventions 
useful in the utilization of special material or atomic energy in an atomic 
weapon.** A new section required the establishment of standard specifica- 
tions, including reasonable royalty fees, for the grant of permits to use 
Commission-held patents.“ The Patent Compensation Board was to be 
abolished and with it the system of merit awards for the inventors of non- 
patentable or not wholly patentable inventions.“ 

In the hearings*’ on the bill the proposed new patent regime was sub- 
jected to numerous criticisms as to draftsmanship and content. The testi- 
mony, especially that of Mr. Boskey, a former Deputy General Counsel of 
the AEC, and of spokesmen for the National Association of Manufacturers 
and the United States Chamber of Commerce, revealed the need for sev- 
Enercy Act or 1954, 51 (AEC 1955). 


39 H.R. 8862, 83d Cong., 2d Sess. 1954); S. 3323, 83d Cong., 2d Sess. (1954). For the 
identical texts of the Committee Print and the two bills see 1 Lecistative History oF THE 
Atomic Enercy Act or 1954, 53-104, 105-255 (AEC 1955). 

40 “Special material” signified plutonium, uranium enriched in isotopes 233 or 235 and 
other materials determined to be special materials, H.R. 8862, 83d Cong., 2d Sess. § 11s (1954). 


41 H.R. 8862, 83d Cong., 2d Sess. (as originally introduced) § 151a (1954). 
42 Jd. §151b. 


43 Id. § 152. 
44 Td. § 153. 
45 Id. § 154. 
46 Jd. § 155. 


47 Hearings before the Joint Committee on Atomic Energy on S. 3323 and H.R. 8862, 
83d Cong., 2d Sess., 2 parts (1954). 
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eral clarifications and the advisability of changes in policy.” Mr. Boskey, 
in particular, advocated the re-introduction of the merit awards system for 
inventors in the field still excluded from patent protection or even under 
other deserving circumstances and, in conjunction therewith, the preserva- 
tion of a separate adjudicatory body and of the right to counsel and judicial 
review. In addition he made a strong plea for the retention of a temporary 
system of compulsory licensing in consonance with the President’s recom- 
mendations and urged a special savings clause to preserve rights accrued 
under the existing act. The spokesmen for the NAM objected with great 
vigor to the preservation of the limitation on patent rights with respect to 
research and developmental activities, emphasizing its discouraging effect 
on the manufacturer of laboratory equipment.** As a result of this testi- 
mony the Joint Committee on May 21, 1954, produced a revamped draft®® 
which was subjected to further hearings. 

The new form of the bill retained non-patentability with respect to the 
utilization of special nuclear material or atomic energy in an atomic weapon 
and the duty to communicate such inventions to the Commission or Patent 
Office.** The special patent status of research and developmental activities, 
as well as the special powers of condemnation and requisition, were elimi- 
nated. Instead, the revision accorded the Commission general powers to 
acquire patents by purchase” and, moreover, predicated the acquisition of 
patents for inventions useful in the production or utilization of special 
nuclear material either upon a sworn statement by the applicant “as to 
whether the invention described in the application was not made or con- 
ceived during the course of, in connection with, or under the terms of any 
contract, subcontract, arrangement or other relationship with the Commis- 
sion, other than as licensee under this Act, . . .” or upon express consent 
by the Commission.** The new wording of the bill made it clear that the 
practice of granting royalty-free licenses on Commission-held patents could 
be continued” and introduced a broad merit awards system for inventors 
making discoveries useful in the production or utilization of special nuclear 
materials or atomic energy or used in the conduct of research or develop- 
ment fields covered by the act.® Lastly, it incorporated an express savings 
clause. 





48 Jd. at 123-54, 359-74, 454-75. 

49 Td. at 459, 463. 

50 Committee Print of H.R. 8862, S. 3323, dated May 21, 1954, reproduced in 1 Lrcisia- 
TIvE History OF THE Atomic Enercy Act or 1954, 257 (AEC 1955). 

51 H.R. 8862 (in form of Committee proposal, dated May 21, 1954) § 151. 

52 Jd. § 161g. 

53 Jd. $152. 

54 Id. $153. 

55 Id. § 154. 

56 Id. § 155. 
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The representatives of the AEC, when presenting their views on the 
new edition of the bill,’ urged expansion of the statutory duty to report 
inventions to the Commission so as to embrace the whole area of produc- 
tion or utilization of special nuclear material and to restore the obligation 
of the Patent Office to notify the Commission of all applications in these 
fields." They came out in favor of a limited and temporary compulsory 
licensing program like that recommended by the President’s message™ 
and, while endorsing the broadening of the award system, recommended 
retention of the Patent Compensation Board.” They advised against the 
deletion of the privileged status of research and developmental activities™ 
and suggested express legislative recognition of the power to insert suitable 
patent clauses in the contractual arrangements with the Commission.” 

As a result of this position and despite violent disagreement within the 
Joint Committee a further version of the bill and particularly of its patent 
provisions was drafted and, after introduction as S. 3690 and H.R. 9757, 
recommended for passage in the report of the Committee. The new patent 
sections preserved the non-patentability of utilizations of special nuclear 
material or atomic energy in atomic weapons, but established a broad duty 
of notification with respect to any inventions useful in the production or 
any utilization of special nuclear material or atomic energy. They incor- 
porated an elaborate and carefully hedged system of compulsory compen- 
sable licensing of patents covering inventions having primary importance 
in the production or utilization of special nuclear material or atomic energy 
to be in force for a five-year period.® It was newly specified that anticipa- 
83d Cong., 2d Sess., Part IT, 561 et seg. (1954). 

58 Jd. at 597, 598. The Commission felt that it could perform its steering functions in the 
course of development only if constantly apprised of private achievement. 

59 Jd. at 598, 649-70. It may be worth noting that Commissioner Campbell in this con- 
nection criticized the principle of proposed § 152 which became the forerunner of the present 


provision having the same numbering. Jd. at 598. 

60 Jd. at 599, 679. 

61 Jd. at 599. Commissioner Campbell observed that research on a patented invention 
would not constitute infringement within the meaning of the patent law, but that use of a 
patented invention in research would not be privileged. As to the first proposition see the 
doubts expressed in Bee, Experimental Use as an Act of Patent Infringement, 39 J. Pat. Orr. 
Soc’y 357 (1957). 

62 Jd. at 667. 

63 Amending the Atomic Energy Act of 1946, as amended, and for other purposes, S. Rev. 
No. 1699, 83d Cong., 2d Sess. (1954), H.R. Rep. No. 2181, 83d Cong., 2d Sess. (1954). 

64 H.R. 9757 and S. 3690, 83d Cong., 2d Sess. § 15la-d (1954). 

65 Jd. §§ 152, 153. The system employed followed proposals made by Mr. Ooms in Atomic 
Power Development and Private Enterprise, Hearings Before the Joint Committee on Atomic 
Energy, 83d Cong., 2d Sess. 457 (1954), and eliminated the automatic licensing following from 
a declaration that a patent be affected with the public interest, requiring instead that each 
private applicant for license must demonstrate that such action is necessary to effectuate the 
policies and purposes of the act. 
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tion because of prior knowledge or use should not be denied because such 
knowledge or use was under secrecy within the atomic energy program.” 
Recognition was accorded to the power of the Commission to grant licenses 
on Commission-held patents pursuant to standard specifications” and to 
require that patents for inventions made or conceived during the course of 
federally financed research or operation be assigned to the United States.” 
Provision was made for the grant of reasonable royalty fees, just compensa- 
tion or awards for inventors barred from compensation or royalty or other- 
wise meritorious after consideration by a Patent Compensation Advisory 
Board.” Finally, one of the sections contained a specific savings clause.” 
Some members of the Joint Committee, including its chairman, added 
detailed dissenting statements in the report on the bill’ and thus set the 
stage for a lively and tenacious Congressional battle. 

In the House of Representatives Mr. Cole, then chairman of the Joint 
Committee, registered an impassioned protest against the constitutionality 
and Americanism of compulsory licensing’ and advocated an amendment 
giving the Commission the status of the originator of inventions useful in 
the production or utilization of special nuclear material or atomic energy 
if made or conceived under any contract, subcontract, arrangement or other 
relationship with the Commission. This change and the necessary conform- 
ing amendments were adopted.”* Conversely, in the other chamber, Senator 
Kerr succeeded with a proposal extending the period of compulsory licens- 
ing from 5 to 10 years, restricting it at the same time to the non-exclusive 
type,** and Senators Langer and Johnston induced their colleagues to add 
a new provision, decreeing forfeiture to the federal government of a patent 
for inventions useful in the utilization or production of special nuclear 
material or atomic energy upon its owner having been found to have used 
the same intentionally for a violation of the antitrust laws.” Since the 
Senate refused to pass the House of Representatives approved version of 


66 H.R. 9757 and S. 3690, 83d Cong., 2d Sess. § 154 (1954). 

87 Td. $155. 

68 Jd. $157. 

69 Jd. § 156. The Board was restyled as the Patent Compensation Board by subsequent 
Committee action and this amendment was accepted by both Houses, 100 Conc. Rec. 10685, 
10686, 11687 (1954). 

70 H.R. 9757 and S. 3690, 83d Cong., 2d Sess. § 158 (1954). 

71S. Rep. No. 1699, 83d Cong., 2d Sess. 95-99 (Cole and Van Zandt), 105-138, especially 
126-130 (Holifield and Price) (1954) ; H.R. Rep. No. 2181, 83d Cong., 2d Sess. 95-99, 105-138, 
especially 126-130 (1954). 

72 100 Conc. Rec. 11658, 11721 (1954) ; 100 Conca. Rec. A 5356 (1954). 

78 Id. 11729. 

74 Id. 12002, 12003. 

1 Id. 11987, 12227, 12230, 12239, 12240. 

16 Id. 12242. 
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the bill’® and the House disagreed with the Senate amendments” a confer- 
ence was called. The conference committee decided to find a new approach 
to reconcile the divergent House and Senate patent policies and at the same 
time avoid outright compulsory licensing. The committee drafted a bill 
which retained the House provisions vesting inventor status in the AEC 
with respect to inventions useful in the production or utilization of special 
nuclear material or atomic energy if made or conceived under contract or 
other arrangement with the Commission and at the same time provided 
that applicants for commercial licenses should in the next five years be 
entitled to preferred consideration if they agreed to make their atomic 
energy patents available to all other licensees demonstrating need therefor 
and willing to pay reasonable royalty fees as determined by the Patent 
Compensation Board. In addition, certain changes were made in the lan- 
guage of the Langer-Johnston clause relating to antitrust violations.” 

The Senate, however, rejected the conference report, at least in part, 
because of the absence of compulsory licensing provisions, and requested 
a further conference” which was agreed to by the House.* In the second 
conference, therefore, the committee members, in part reluctantly, agreed 
upon combining a five-year regime of compulsory licensing of the type in- 
sisted upon by the Senate with a system giving the AEC inventor status 
with respect to inventions in the atomic energy field conceived or made 
under arrangements with the Commission.” In this form the report was 
approved by both Houses and the bill thus redrafted finally became the 
Atomic Energy Act of 1954.8 


B. The Present Regime: 


Wolves in Sheep’s Clothing, Sheep in Wolves’ Clothing or Just Sheep? 


It is no surprise that the present system shows the marks of its tem- 
pestuous conception and its birth by compromise. Its complex contours are 
anything but clear-cut and its blurred lines defy all attempts to bring them 
into focus. As a result the controlling provisions have prompted a number 


77 Id. 12438. 


78 Atomic Energy Act of 1954, Conference Report, H.R. Rep. No. 2639, 83d Cong., 2d Sess. 
27-30, 36, 48-49 (1954). 


79 100 Conc. Rec. 14364 (1954). 
80 Jd. 14628. 


81 Atomic Energy Act of 1954, Conference Report, H.R. Rep. No. 2666, 83d Cong., 2d 
Sess., 27-32, 50-51 (1954). 


82 100 Conc. REc. 14606 (Senate), 14873 (House) (1954). 
83 Pub. L. No. 703, 83d Cong., 2d Sess. (1954). 
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of analyses and studies** and formed the object of numerous Congressional 
hearings and inquiries®* as well as of amendatory bills. 

Basically the new sections may be classified as dealing with four inter- 
related areas: (1) Establishment of a threefold regime of Non-Patent- 
ability, Government Held Patents and Private Patents. (2) Temporary 
and potential subjection of private patents to compulsory licensing. (3) 
Provision for a subsidiary and supplementary system of compensatory or 
appreciatory awards. (4) Regulation of patent consequences of secret 
development and use and of antitrust violations. 

We now turn to a consideration of these subjects. 


1. Non-Patentability, Government Patents and Private Patents 


Like Gaul the area of nuclear technology is divided into three parts: 
a zone of non-patentability, a zone of government patents, and a zone of 
private patent rights. The broad underlying reason for this arrangement, of 
course, is the fact that certain phases of nuclear technology, by reason both 
of the urgency of its development and the necessity for secrecy, are a 
closely guarded government monopoly and that other aspects still need 
active promotion and supervision by the government. 

(a) Non-patentability of atomic weapon inventions. This sector covers 
the utilization of special nuclear material or atomic energy in an atomic 


84 See especially Adams, Atomic Energy: The Congressional Abandonment of Competi- 
tion, 55 Cotum. L. Rev. 158, especially at 160-67 (1955) ; Beckett & Merriman, Will the Patent 
Provisions of the Atomic Energy Act of 1954 Promote Progress or Stifle Invention?, 23 Gro. 
Wass. L. Rev. 195 (1954), reprinted, 37 J. Pat. Orr. Soc’y 38 (1955) ; Boskey, Patents Under 
the New Atomic Energy Act, 36 J. Pat. Orr. Soc’y 867 (1954) ; Boskey, Some Patent Aspects 
of Atomic Power Development, 21 Law & ConTEMP. Pros. 113 (1956) ; Boskey, Progress and 
Patents in Atomic Energy: The Military and the Civilian Uses, 34 Texas L. REv. 867 (1956); 
Brownell, Atomic Energy and Free Enterprise, 1957 ANTITRUST LAw Symposrum 11 (CCH 
1957) ; Cole, Patenting Nuclear Developments, 13 Nucteontcs, No. 4, 31-35 (1955) ; Dunlavey, 
Government Regulation of Atomic Energy, 105 U. Pa. L. REv. 295, especially at 334-42 (1957) ; 
Mackey, Corporate Practice in the Atomic Field, American Patent L. Assoc. Buty. 348 
(1957) ; Ooms, Revisions of the Patent Provisions—Good or Bad, NATIONAL INDUSTRIAL Con- 
FERENCE Boarp, MINUTES OF 3p ANNUAL CONFERENCE ON ATOMIC ENERGY IN INDUSTRY 279 
(1954) ; Ooms, Some Suggestions Relating to the Patent Provisions in Atomic Energy Legis- 
lation to Protect the Public Interest, 38 J. Pat. Orr. Soc’y 38 (1956); Patent Problems in 
Atomic Energy, WorKsHOPS ON LEGAL PROBLEMS OF ATOMIC ENERGY, U. oF MicHIcAN Law 
ScHoot 85 (1956); Wiles, The Atomic Energy Act of 1954, Am. Pat. L. Ass’n BULL. 343 
(1957). 

85 See especially annual hearings on Development, Growth and State of the Atomic Energy 
Industry, Hearings Before the Joint Committee on Atomic Energy, 84th Cong., 1st Sess., 3 pts. 
(1955) ; Hearings Before the Joint Committee on Atomic Energy, 84th Cong., 2d Sess., 2 pts. 
(1956) ; Hearings Before the Joint Committee on Atomic Energy, 85th Cong., 1st Sess., 2 pts. 
and index (1957); see further Peaceful Uses of Atomic Energy, Report of the Panel on the 
Impact of the Peaceful Uses of Atomic Energy to the Joint Committee on Atomic Energy, 
84th Cong., 2d Sess. (2 vols. 1956), especially vol. 1, at 145; vol. 2, at 657-73 and 712-16. 

86 See especially H.R. 5694, 85th Cong., Ist Sess. (1957) (so-called Cole Bill). 
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weapon. An invention which is solely useful in such manner is totally non- 
patentable subject matter; *’ an invention which also has other utilizations 
may enjoy patent protection, but the scope of this protection does not in- 
clude the military use.** The rationale for this regulation is, of course, the 
fact that the production of atomic weapons is an exclusive government 
domain® and that, as under the 1946 Act,® it was thought futile to accord 
patent rights for inventions with respect to practices which are permitted 
only to the government.” Accordingly, as far as inventions possess also 
non-military utilizations they remain patentable; but it must be noted that 
such applications may nevertheless fall under the general secrecy provi- 
sions of the Patent Act” and therefore possess only deferred patentability.” 
Of course, whether a particular invention is “solely” useful for utilization 
in an atomic weapon may sometimes be difficult to decide and, in view of 
the needed secrecy, perhaps not capable of timely judicial determination.” 

In order to keep the AEC informed of technological advances which 
may have military utilizations and require secrecy as well as to facilitate 
its role of acting as the nerve center in this branch of technology, the stat- 
ute imposes upon the originator of an invention useful in the production 
or any utilization, whether in an atomic weapon or not, of special nuclear 
material or atomic energy the duty of making a timely report thereof to the 
AEC unless the invention is described in a patent application. If the latter 
is the case the Commissioner of Patents must notify the AEC.” According 
to available statistics, in 1956 the Patent Office reported 450 applications 
under this section, as compared with 135 in the previous year and 50 in 


87 68 SraT. 943 (1954), 42 U.S.C. § 2181(a) (Supp. IV 1957). 

88 Jbid., 42 U.S.C. § 2181(b) (Supp. IV 1957). 

88 Jd. at 936 (1954), 42 U.S.C. §§ 2121, 2122 (Supp. IV 1957). 

80 See supra text to notes 8, 11 and 12. See also Boskey, Imventions and the Atom, 50 
Cotum. L. REv. 433, 435 (1950) ; Ooms, The Patent Provisions of the Atomic Energy Act, 15 U. 
Cut. L. Rev. 822, 826 (1948). 

91 See also, Boskey, Progress and Patents in Atomic Energy: The Military and the Civilian 
Uses, 34 Texas L. Rev. 867, 871 (1956); Boskey, Some Patent Aspects of Atomic Power De- 
velopment, 21 Law & Contemp. Pros. 113, 117 (1956) ; Ooms, Some Suggestions Relating to 
Patent Provisions in Atomic Energy Legislation to Protect the Public Interest, 38 J. Pat. Orr. 
Soc’y 38, 55 (1956). 

92 66 Star. 805, 35 U.S.C. § 181 (1952). 

93 See also the statement by the AEC in Development, Growth and State of the Atomic 
Energy Industry, Hearings Before the Joint Committee on Atomic Energy, 85th Cong., 1st 
Sess., pt. 1, 77, 109, 304 (1957). 

94 For similar problems formerly arising under § 11(a)(1) of the Act of 1946 see Ooms, 
Problems of Patent Policy for Government and Industry in Atomic Energy, Lectures ON 
Atomic ENercy INDUSTRIAL AND LEcAL Prosiems 155, 166 (U. of Mich. 1952). 

95 68 Stat. 943 (1954), 42 U.S.C. § 2181(b) (Supp. IV 1957). The compliance with this 
provision is assured by Rules of Practice in Patent Cases, 37 C.F.R. § 1.14(c) (Supp. 1957) ; 
cf. Wiles, The Atomic Energy Act of 1954, AMERICAN PaTENnT L. Assoc. BULL. 343, 345 (1957). 
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1954.°° Of these applications 19 were subject to secrecy orders in effect 
on March 4, 1957.*° Both the breadth and the vagueness as to scope and 
sanctions of this imposition on the inventor of a special duty to report 
have been severely criticized.** It would seem that, independently of con- 
tractual relations, a duty of the inventor to report directly to the AEC 
might well be confined to, at the most, inventions useful in the utilization 
in weapons.” 

(6) Government patents, Unquestionably the rules governing the ac- 
quisition of patents by the government have proven to be the bétes noirs 
of the flock. Apart from the innocuous authorization of obtaining patents 
through purchase,’”’ two overlapping and seemingly inconsistent sections 
control the field; these are sections 152 and 159. 

Section 159 specifies that “nothing in the Act shall affect the right of 
the Commission to require that patents granted on inventions made or con- 
ceived during the course of federally financed research or operation be 
assigned to the United States.” As mentioned before,’ this section was 
inserted into the Act for the purpose of rendering it clear that the drop- 
ping of the condemnation clause contained in the original Act did not sig- 
nify that Congress rejected the practice of including the A, B, or C type 
of patent provisions in AEC contracts as developed under the 1946 regime. 
Under the first and most sweeping form of these clauses the contractor 
concedes to the Commission the sole power to determine (1) whether or 
not and where a patent application shall be filed for any invention made 
or conceived by the contractor or its employees under the contract and 
(2) what disposition shall take place of the title to and rights under any 


96 See statement by AEC, Development, Growth and State of the Atomic Energy Industry, 
Hearings Before the Joint Committee on Atomic Energy, 85th Cong., Ist Sess., pt. 1, 109, 305 
(1957). 

97 Jd. at 305. 

98 See especially Boskey, Some Patent Aspects of Atomic Power Development, 21 Law & 
Contemp. Pros. 113, 123-26 (1956); Patent Problems in Atomic Energy, WorKsHoPs ON 
LzrcaL ProsLeMs oF ATomic ENERGY 85, 89 (1956). But contrast Ooms, Some Suggestions 
Relating to Patent Provisions in Atomic Energy Legislation to Protect the Public Interest, 
38 J. Pat. Orr. Soc’y 38, 47, 56 (1956) (calling the reporting provisions “satisfactory”). One 
of the reasons advanced for the criticism rests on the computation of the period set for the 
reporting which is measured from the time either of the “completion” of the invention or when 
the inventor first realizes or has reason to believe that his invention is useful in the production 
or utilization of special nuclear material or atomic energy. Apparently “completion” signifies 
actual reduction to practice. Another disturbing doubt concerns the effects of non-compliance 
with the reporting duty on the validity of the patent (not otherwise proscribed or vested in 
the government), especially in an infringement suit. 

89 H_R. 5694, 85th Cong., Ist Sess. (1957), supra note 86, does not contemplate any changes 
in § 151(c) of the Act. 

100 68 Stat. 949 (1954), 42 U.S.C. § 2201(g) (Supp. IV 1957). 

101 Text to note 62 supra. 
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application or patent that may result.‘ Under the other two versions of 
the clauses the contractor makes a similar arrangement but retains either 
“at least a non-exclusive, irrevocable, royalty-free license” or “at least a 
sole (except against the Government or its account), irrevocable, royalty- 
free license with the sole right to grant sublicenses” excluding, however, 
use in the production or utilization of special nuclear material or atomic 
energy. 


Section 152, contrariwise, goes much further and ordains in its first 
sentence that “any invention or discovery, useful in the production or util- 
ization of special nuclear material or atomic energy, made or conceived 
under any contract, subcontract arrangement, or other relationship with 
the Commission, regardless of whether the contract or arrangement in- 


102 The first two paragraphs of the type A clause read currently as follows: “(1) When- 
ever any invention or discovery is made or conceived by the Contractor or its employees in the 
course of, in connection with, or under the terms of this contract, the Contractor shall furnish 
the Commission with complete information thereon; and the Commission shall have the sole 
power to determine whether or not and where a patent application shall be filed, and to de- 
termine the disposition of the title to and rights under any application or patent that may 
result. The judgment of the Commission on these matters shall be accepted as final, and the 
Contractor, for itself and for its employees, agrees that the inventor or inventors will execute 
all documents and do all things necessary and proper to carry out the judgment of the Com- 
mission. (2) No claim for pecuniary award or compensation under the provisions of the 
Atomic Energy Acts of 1946 and 1956 shall be asserted by the Contractor or its employees 
with respect to any invention or discovery made or conceived in the course of, in connection 
with, or under the terms of this contract.” The remaining two paragraphs obligate the con- 
tractor to insert corresponding provisions in his employment or subcontracting agreements. 
See AEC MANUAL, c. 9113, § 013 (as revised June 20, 1955), reprinted, CCH Atom. En. Law 
Rep. { 3405. This type of clause is employed “when the work to be performed or the material 
or equipment to be furnished by the contractor is of such character that any inventions or 
discoveries that may be made probably will relate directly to or concern some phase of the 
research or development work which AEC conducts or sponsors.” Jbid. For the development 
of the wording of the clause see also the communication of the AEC to the McKinney Panel, 
Peaceful Uses of Atomic Energy, Report of the Panel on the Impact of the Peaceful Uses of 
Atomic Energy to the Joint Committee on Atomic Energy, 84th Cong., 2d Sess., vol. 2, 672 
(1956). 

103 AEC Manvat, c.9113, §§ 014, 015 (1955), reprinted in CCH Atom. En. Law Rep. 
1 3406 and 3407. These types of clauses are used when the work to be performed or the 
material or equipment to be furnished by the contractor is of such character that any inven- 
tions or discoveries that may be made probably (a) will relate only incidentally (and not di- 
rectly) to some phase of the basic research or development work which AEC conducts or 
sponsors, but (b) will relate to a field of work in which the contractor has an established in- 
dustrial and patent position, type C being employed if such invention or discovery, in addition, 
results from routine development or production work by the contractor. Finally the Commis- 
sion has developed a special “C+ type” of clause for use in power study, access, and some com- 
mercial agreements. This clause gives the contractor an exclusive (except against the govern- 
ment), irrevocable, royalty-free license for uses other than in the production or utilization of 
special nuclear materials or atomic energy and a non-exclusive, irrevocable, royalty-free license 
for the latter uses; see statement by the General Counsel of the Commission in Development, 
Growth and State of the Atomic Energy Industry, Hearings Before the Joint Committee on 
Atomic Energy, 84th Cong., 1st Sess. 193 (1955). 
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volved the expenditure of funds by the Commission, shall be deemed to 
have been made or conceived by the Commission, except that the Commis- 
sion may waive its claim to any such invention or discovery, if made or 
conceived by any person at or in connection with any laboratory under the 
jurisdiction of the Commission . . . or under such other circumstances as 
the Commission may deem appropriate.” The provision thus made is im- 
plemented by a statutory duty of disclosure and elaborate rules regulating 


the determination of controversies about the circumstances of particular 
inventions.) 


There is no doubt that the substantive part of the section grossly over- 
shoots the mark in many directions,’°’ though luckily tempered by the 
somewhat unguided permission of discretionary administrative waivers.’ 
Certainly its sweeping disregard of the time-honored inventor principle is 
of questionable wisdom and leads to all kinds of unnecessary complications 
and inconsistencies with other patent law rules and practices. It is one of 
the real ironies of fate that this constitutionally dubious’ and, at any rate, 
uncalled-for departure from one of the basic tenets of American patent 
law was railroaded into the Act by its unwary author’® in order to combat 


104 68 Stat. 944 (1954), 42 U.S.C. § 2182, para. 1, second and third sentences, para. 2 and 
para. 3 (Supp. IV 1957). The duty must be performed by filing the requisite report either 
together with any patent application for an invention useful in the production or utilization of 
special nuclear material or atomic energy, or within thirty days after request by the Commis- 
sioner of Patents. The Commissioner must thereafter forward the information to the AEC. 
Again the question arises whether omission to file such report vitiates the patent if issued de- 
spite such failure even where no contract is actually involved, especially in view of the lan- 
guage: “no patent . .. shall be issued ... .” For a discusion of the scope of the duty under 
§ 152 of the act and the Patent Office procedure pertaining thereto see Wiles, The Atomic 
Energy Act of 1954, AMERICAN Patent L. Assoc. BULL. 343, 346 (1957). According to a state- 
ment by the AEC in March 1957, the Patent Office during 1956 made about 30 referrals under 
§ 152, see Development, Growth and State of the Atomic Energy Industry, Hearings Before 
the Joint Committee on Atomic Energy, 85th Cong., 1st Sess., pt. 1, 305 (1957). 

105 See especially the comments by Boskey, Some Patent Aspects of Atomic Power Devel- 
opment, 21 Law & ContempP. Pros. 113, 126, 131 (1956); Cole, Patenting Nuclear Develop- 
ments, 13 Nucteontcs No. 4 at 31, 34 (1955). As the latter author points out in these comments, 
all that was intended was to provide for “a procedural device for giving the Commission ready 
title to those patents to which it is entitled.” (Emphasis added.) 

106 “Since January 1956, the Commission issued waivers of rights under Section 152 of 
the Act of 1954 as respects three general categories: (1) Inventions and discoveries made or 
conceived as a result of access to restricted data (the waiver was incorporated in Part 25 of 
Title 10, C.F.R., Section 25.3 ...); (2) Licenses issued by the Commission (the Opinion of 
the General Counsel was published as an interpretation in Title 10, C.F.R., Part 8 ...); and 
(3) Inventions and discoveries made as a result of use of materials sold, distributed or leased, 
or otherwise made available, including radioactive and stable isotopes and services sold or other- 
wise made available including irradiation services (Final rules were published . . . as Part 83 
of Title 10, C.F.R. .. .)” AEC, Twenty-rmst SEMIANNUAL REPorRT 105 (1957). 

107 See the observations by Cole in Patenting Nuclear Developments, 13 NUCLEONICS, 
Nos. 4, 31, 34 (1955). 

108 (Then) Representative Cole himself admitted in 1955: “Ironically under the pressure of 


zealously trying to protect the normal American patent system, too much was written into this 
section.” Id. at 34. 
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the purported un-Americanism of compulsory licensing—incidentally also 
without awareness that a recommendation to the same effect by Secretary 
Wallace at the framing of the first Act*®* had not found acceptance by the 
drafters. 

Although seemingly couched in the terms of a presumption the true 
import of the section is as a rule of law’? which covers all inventions usefud 
in the production or utilization of special nuclear material or atomic energy 
—a very broad category—and therefore actually would leave little, if any, 
room for the operation of the contract patent clauses; this is especially 
true if one should conclude that the waivers authorized by the Act are indi- 
cated mainly by reason of the tenuousness of contact with the government 
in the making of the invention.’ Although up to date no particular dif- 
ficulties have arisen in the administration of section 152,' there seems 
to be no escape from the fact that troubles and embarrassment are bound 
to arise, once government inventorship by statutory fiat is taken literally. 
Its pernicious effects are especially apparent when it comes to the taking 
out of foreign patents for American inventions and in this respect serious 
complaints and justified anxieties have been voiced." To be sure, the AEC 
has alleviated the situation by permitting Commission contract inventions 
to be made the subject of foreign patent applications if the contractor so 


109 See text to note 8 supra. 

110 That facet is apparently overlooked by Ooms, Some Suggestions Relating to Patent 
Provisions in Atomic Energy Legislation to Protect the Public Interest, 38 J. Pat. Orr. Soc’y 
38, 56 (1956). 

111 See the comments to that effect by Representative Cole in Patenting Nuclear Develop- 
ments, 13 Nucteontics No. 4, at 34 (1955). In 1955 (then) General Counsel Mitchell complained 
bitterly about the lack of statutory standards for determining when it is “appropriate” to 
waive the property rights which the act vests in the government, Development, Growth and 
State of the Atomic Energy Industry, Hearings Before the Joint Committee on Atomic Energy, 
84th Cong., 1st Sess., pt. 1, at 194 (1955). It should, however, also be noted, that Mr. Mitchell 
testified on the same occasion: “To the extent that the Commission would be entitled, under 
section 152 of the Act, to any invention or discovery the rights to which are retained by the 
contractor under the various types of clauses mentioned above, the Commission has determined 
that it is appropriate under the statute to waive its rights to any such invention or discovery.” 
Id. at 193 (Emphasis added). 

112 As mentioned, supra note 104, during 1956 about 30 patent application referrals were 
made under section 152, and as to these the Commission did not file any directive under sec- 
tion 152, para. 2. According to information by the AEC there were several instances where the 
Commission asserted rights in such cases, but after investigation and review the assignees con- 
curred in the Commission’s indicated rights so that there was no occasion to file any directive 
with the Commissioner of Patents. At present there are several cases under review. Develop- 
ment, Growth and State of the Atomic Energy Industry, Hearings Before the Joint Committee 
on Atomic Energy, 85th Cong., 1st Sess., pt. 1, 305 (1957). 

118 See, e.g., the testimony by Mr. Starr before the Joint Committee on Atomic Energy, 
Development, Growth and State of the Atomic Energy Industry, Hearings Before the Joint 
Committee on Atomic Energy, 85th Cong., 1st Sess., 203, 211, 302 (1957). 
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desires and the invention does not involve classified matter.’* But while 
this practice might be consonant with section 159 of the act, its harmony 
with the automatic vesting provision of section 152 is not so free from doubt 
and may easily discourage foreign filing by the contractor. Moreover, the 
reaction of the other patent laws to inventions “deemed to be made” by a 
foreign government agency remains to be seen, after the existence of the 
pertinent clause becomes known abroad. Certainly the first sentence of 
section 152 fulfills no valid function and ought to be removed from the 
statute with dispatch. One of the objectives of H.R. 600, introduced early 
in January 1957 by Representative Cole,’* accomplishes this result and 
to that extent deserves and has found general approval.’’® 


It may perhaps be legitimate to ask what purposes are served by the 
government’s securing patent protection for inventions, if at the same time 
it embarks upon a program of making the practice thereof available to all 
interested parties without charge,’”” rather than merely insisting that the 
inventions in question be dedicated to the public. The answer lies in certain 
managerial and strategic advantages gained by patenting even under such 
circumstances. As a patentee the government is in a stronger position to 
protect the invention against usurpation by a subsequent claimant, to give 
its licensees a greater assurance of freedom from infringement actions, and 
to retain information about and, if necessary, control over the extent to 
which the public is served by the process, product or device in question." 


114 See the statements of the AEC in that respect in the AEC, Twenty-First SEMIANNUAL 
Report 105 (1957) and in Hearings Before the Joint Committee on Atomic Energy, 85th Cong., 
1st Sess. 301 (1957); but note that the General Counsel intimated at the hearings that the 
patent issuing upon such foreign application covering a Commission contract invention might 
not inure to the sole benefit of the contractor but would be held in trust for all U.S. con- 
cerns(!). See also, AEC Manvat, c. 9113, § 0113 (1955). 

115 H.R. 600, 85th Cong., ist Sess. (1957). The same amendment was proposed in the 
more comprehensive bill H.R. 5694, 85th Cong., 1st Sess. (1957), also introduced by Mr. Cole. 

116 See, e.g., the testimony in Hearings Before the Joint Committee on Atomic Energy, 
85th Cong., 1st Sess. 240 (Chairman of the Atomic Energy Committee of the New York Patent 
Law Association), 550 (Vice-chairman of Committee on Patents of N.A.M.) (1957). 

117 The AEC embarked on its program of granting non-exclusive royalty-free licenses to 
Commission-held patents at the end of 1949, see text to note 33 supra. In January 1957 the 
Commission reported that some 1100 patents had been made available in that fashion and that 
about 580 such licenses had been granted, AEC, TWENTY-FIRST SEMIANNUAL REPORT 104 (1957). 
The first list of patents offered for licensing was published in the AEC, Tent SEMIANNUAL 
Report 147 (1951) ; supplementary lists have been published from time to time in various sub- 
sequent semianrtual reports. 

118 The technical advantages flowing from patenting and general licensing as compared 
with dedication are discussed in detail in 1 INVESTIGATION OF GOVERNMENT PATENT PRACTICES 
AND Po.icies, REPORT AND RECOMMENDATIONS OF THE ATTORNEY GENERAL TO THE PRESIDENT 
126-30 (1947); Forman, PATENTS, THEIR OWNERSHIP AND ADMINISTRATION BY THE UNITED 
States GOVERNMENT 41 (1957) ; Saragovitz, Procurement of Patents by Government Agencies, 
37 J. Pat. Orr. Soc’y 677 (1955) ; see also the testimony by Captain Lavender, Hearings Before 
Senate Special Committee on Atomic Energy on S.1717, 79th Cong., 2d Sess. 345 (1946), dis- 
cussed by Newman & Miller, Patents and Atomic Energy, 12 Law & ConTEMP. PROB. 746, 747 
(1947). 
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As a result it makes good sense to have, in addition to the areas of non- 
patentability and of private patents, an intermediate zone of government 
patent rights, especially where the particular inventions are made possible 
directly or indirectly, in whole or to a substantial extent through public 
expenditures. Unfortunately the details defy a hard and fast definition. 
Section 159, while based upon a sound policy, appears to be both too nar- 
row and too rigid in its formulation. The AEC ought to be vested with 
untrammeled power to make such arrangements concerning rights to and 
under patents as are fair and equitable in the light of actual contributions 
made by the government and by the contractor.” 


2. Compulsory Licensing 


Comparatively little needs to be said at this date about the “prolix,” 
“unduly cumbersome” and “extremely limited” provisions”® pertaining to 
compulsory licensing of private patents covering inventions of “primary” 
importance in the production or utilization of special nuclear material or 
atomic energy. As has been discussed before, the sections in question 
were inserted into the act in order to make sure that the dissipation of the 
government monopoly in the atomic power field would not enable a few big 
corporations that had acquired a vast body of experience as recipients of 
government funds to use their position in the race to build up an impene- 
trable patent monopoly in the field. Actually the act envisages two alterna- 
tive avenues for such compulsory licenses, one being opened by the Com- 
mission on its own initiative through a formal declaration that a patent for 
an invention of the critical type is affected with the public interest,”* the 
other being pursuable without such preliminary Commission action by any 


119 For a good general discussion of the problem of patent rights of government contractors 
at the close of World War II, see Kreeger, The Control of Patent Rights Resulting from Federal 
Research, 12 Law & Contemp. Pros. 714, 734-45 (1947); INVESTIGATION OF GOVERNMENT 
PATENT PRACTICES AND Po.icres, REPORT AND RECOMMENDATIONS OF THE ATTORNEY GENERAL 
TO THE PRESIDENT (3 vols. 1947). The current patent clauses in Defense Department and Army 
Department experimental, developmental or research contracts not relating to atomic energy 
are governed by 32 C.F.R. §§ 9.107-1, 598.107-1, which leave title to the invention with the 
contractor, see the discussion by Hodges, Patent Policies and Procedures of the Department of 
the Army, 39 J. Pat. Orr. Soc’y 192, 204 (1957). The rules applicable to patent clauses in such 
contracts relating to atomic energy are 32 C.F.R. §9.107-1, as amended, 22 Fep. Rec. 6325 
(1957), and 32 C.F.R. § 598.107—2. For the patent provisions in research grants and other re- 
search arrangements by the Department of Health, Education and Welfare, see 45 C.F.R. pt. 8 
(Supp. 1957). 

120 Characterization given to the section by Representatives Holifield and Price in S. Rep. 
No. 1699 on S. 3690, 83d Cong., 2d Sess. 127 (1954) and H.R. Rep. No. 2181 on H.R. 9757, 
83d Cong., 2d Sess. 127 (1954). 

121 68 Star. 945 (1954), 42 U.S.C. § 2183 (Supp. IV 1957) ; 68 Star. 946 (1954), 42 U.S.C. 
§ 2184 (Supp. IV 1957). 

122 68 Srat. 945 (1954), 42 U.S.C. § 2183(a) and (b) (Supp. IV 1957). 
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applicant for or holder of a license, permit, lease or authorization under 
the act.’ 

It seems to be almost inexplicable that this system precipitated such a 
truly quixotic attack in Congress and prompted such an effusion of words 
and ink. Its prospects for ever being invoked are dim indeed. In the first 
place, the whole matter is merely transitional in that it covers only patents 
applied for prior to September 1, 1959, although it does affect such patents 
for their whole seventeen years’ life after their eventual issuance.‘ In the 
second place, the officials of the Commission are on record that, as under 
the 1946 Act, they look at the compulsory licensing provisions merely as a 
“reserve power” not to be actuated “except under compelling circum- 
stances.”*° As a matter of fact the Commission has no practical reason to 
resort to compulsory licensing for the purpose of serving its own exigen- 
cies’”* as it and its contractors are sufficiently protected under a general 
provision which in effect restricts a patent owner to a claim for reasonable 
royalty fee against the government whenever an invention is used or manu- 
factured by the United States, or for it by a contractor, subcontractor or 
other authorized person.” There is likewise little ground to surmise that 
private industry will invoke these procedures to an appreciable extent and 
with success. The experience under foreign laws seems to demonstrate the 
contrary. For example, in Germany, a most important industrial nation 
which has had compulsory licensing in the public interest as a feature of 
its general patent system since 1911,’* only twenty such applications were 
granted in the period between 1920 and 1935, and none were affirmatively 
determined since the restoration of the patent system in 1950.” 


123 68 Star. 945 (1954), 42 U.S.C. § 2183(c)-(e) (Supp. IV 1957). 

124 68 Star. 945 (1954), 42 U.S.C. § 2183(h) (Supp. IV 1957). 

125 Development, Growth and State of the Atomic Energy Industry, Hearings Before the 
Joint Committee on Atomic Energy, 84th Cong., Ist Sess. 194 (1955). 

126 A declaration that a patent of the specified type is affected with the public interest 
vests the Commission with an automatic license to practice the invention, 68 Stat. 945 (1954), 
42 US.C. § 2183(b)(1) (Supp. TV 1957). 

127 62 Stat. 941 (1948), 28 U.S.C. § 1498 paras. 1 and 2 (1952). The provisions in ques- 
tion are based on the statute of July 1, 1918, 40 Star. 705 (construed in Richmond Screw 
Anchor Co. v. United States, 275 U.S. 331 (1928)) and on a supplementary act of Oct. 31, 
1942, c.634, § 6, 56 Srar. 1014. The latter section was transferred to 28 U.S.C. § 1498 by Act 
of Oct. 31, 1951, c.654, § 50(c), 65 Sratr. 727; see 2 U.S. Cope Conc. Serv. 1951, 2576, 2593. 

128 Act of June 6, 1911, RGB1. 1911 at 243, now $15 of the German Patent Act of May 5, 
1936, as re-promulgated on July 22, 1953, BGB1. 1953 at 627. For the judicial construction 
of this section consult Benkard, KuRzKOMMENTAR ZUM PATENTGESETZ, GEBRAUCHSMUSTER- 
GESETZ UND PATENTANWALTGESETZ 216 (1954); see also Riesenfeld, The New United States 
Patent Act in the Light of Comparative Law I, 102 U. Pa. L. Rev. 291, 321 (1954). 

129 Information obtained in the German Patent Office in Munich by the author. For the 
period between 1911 and 1920 no complete data are available because of the destruction of the 
files. 


—=3 - wm oes aa ft ee a 


fe 
Stz 
tr: 





ATOMIC ENERGY PATENTS 277 


3. Compensatory and Appreciatory Awards 


As mentioned before, the Act of 1954 retains the policy of establishing 
a system of administrative compensatory or appreciatory awards to be 
handled by a Patent Compensation Board designated by the Commission. 
The central statutory provision is section 157**° and is implemented by 
Regulations, 10 C.F.R. Part 80, as amended on June 7, 1955. According 
to the present law the Board considers four types of applications:*** (1) for 
just compensation for any patent revoked in whole or in part by virtue of 
section 151(a) and (b), rendering inventions useful in the utilization of 
special nuclear materials or atomic energy to that extent non-patentable; 
(2) for just compensation for government communication to foreign na- 
tions of restricted data based upon a patent application belonging to an 
owner other than the United States;*** (3) for determination of a reason- 
able royalty fee for compulsory licenses imposed either under section 153 
because of the primary importance of the invention and the need for such 
licensing, or under section 158 because of antitrust law violations; (4) for 
making any invention or discovery useful in the production or utilization 
of special nuclear material or atomic energy without being entitled to com- 
pensation or royalty therefor under the act. In addition the Board may 
also grant incentive awards for especially meritorious contributions to the 
development, use and control of atomic energy without formal application 
upon recommendation by the General Advisory Committee and with ap- 
proval of the President***—the so-called “Fermi Prize.”™™ 

Since in the atomic energy field the determination of what constitutes 
a reasonable royalty fee for a compulsory license or just compensation for 
total or partial revocation of an issued patent is by no means obvious, espe- 
cially in view of the large share of government support in the development 
and the rapid advance of the technology in this area, the statute spells out 
a number of factors and considerations to be taken into account.’™ It would 
seem, however, that the practical applicability of these standards for the 
two purposes indicated will be slight, since the better part of the life of the 
patents which might have been revoked by the 1946 legislation has now 


130 6g Srar. 947 (1954), 42 U.S.C. § 2187 (Supp. IV 1957). 

131 10 C.F.R. § 80.10 (Supp. 1957). 

132 Pursuant to 42 U.S.C.A. § 2223 (Supp. 1957). 

133 68 Stat. 947 (1954), 42 U.S.C. § 2187(b) (3), 2d sentence (Supp. IV 1957). 

134 AEC, SEVENTEENTH SEMIANNUAL Report 38 (1955). 

135 68 SraT. 947 (1954), 42 U.S.C. § 2187(c) (1) and (2) (Supp. IV 1957). It would seem 
that the special reference to “any defense, general or special, that might be pleaded by a de- 
fendant in an action for infringement” is superfluous. A similar phrase contained in the former 
statute circumscribing government liability for unlicensed use of patents was deleted upon its 
transfer into the new Judicial Code of 1948, 62 Stat. 941 (1948), 28 U.S.C. § 1498 (1952); 
see Reviser’s note to that section. 
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expired and the prospects for compulsory licenses, other than as the result 
of an intentional violation of the antitrust laws, are not impressive. 

On the other hand, it is worth noting that the same factors also control 
the grants of awards which are provided for persons making any invention 
or discovery useful in the production or utilization of special nuclear ma- 
terial or atomic energy “who are not entitled to compensation or a royalty 
therefor under the Act.”’** While the latter authorization makes it possi- 
ble to reward the otherwise unprotected inventors in the still un-patentable 
atomic weapons field, the scope of this power is by no means restricted to 
that area. Rather it permits pecuniary awards to meritorious inventors 
making contributions to any sector of the entire technology pertaining to 
the utilization of atomic energy, regardless of patentability, so long as they 
are not eligible for other types of pecuniary benefits under the act. The 
legislative history of the act seems to show that this system of merit awards 
was not designed merely as a substitute for patentability in regard to the 
excluded subject matter as under the 1946 Act,’*’ but was intended as an 
additional stimulus for inventive activity in a broad sector of technology 
deemed to be of crucial importance.’** In the light of such congressional 
policy it seems to be a practice of dubious wisdom, if not questionable 
validity, that the AEC adamantly insists on inserting waivers of all claims 
for pecuniary awards under the act in its patent contract clauses.’** The 
individual contractor who himself has to forego full patent rights under the 
patent clauses—if not under section 152—will have little interest in, or 
might otherwise be incapable of, establishing incentive awards for his 
personnel. Congress appears to have spoken in the atomic energy field 
although the general subject of incentive awards for private inventors out- 
side of, and in addition to, the patent system is still an issue awaiting final 
determination.**° 


136 68 Srat. 947 (1954), 42 U.S.C. § 2187(b) (3), first sentence (Supp. IV 1957) (em- 
phasis added). 

137 An award of this type was granted in Application of McClellan, 91 U.S.P.Q. 278 (1951), 
CCH Arom. En. Rep. § 3154, and reserved in Application of Schulz, 94 U.S.P.Q. 124, CCH 
Atom. En. Rep. {3155 (1952). 

138 The same conclusions are reached by Boskey, Some Patent Aspects of Atomic Power 
Development, 21 Law & Contemp. Pros. 113, 119 (1956). 

139 See the text quoted note 102 supra. 

140 Legislation aiming at the provision of awards for inventive contributions by persons 
other than government employees has been before the Congress since 1952 when Representa- 
tive Celler introduced H.R. 7316, 82d Cong., 2d Sess., to that effect. The bill never went beyond 
the committee stage and its successor in the 83d Congress had no better fate. In the 84th Con- 
gress, ist Sess., H.R. 2383 was introduced for the same purpose and, after extensive hearings 
and favorable report from the Judiciary Committee, passed the House on July 30, 1955. The 
Senate, however, took no action. In the 85th Congress Representative Celler resumed his efforts 
with the introduction of H.R. 103, 85th Cong., 1st Sess., which was again reported favorably 
by the Committee on the Judiciary, H.R. Rep. No. 148, 85th Cong., Ist Sess. (1957) (with 
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4. Special Safeguards against Improper Acquisition and Use of Patents 


Because of the shift from a system of secrecy and government monop- 
oly to a regime of open competition and private enterprise, during the tur- 
bulent gestation of the legislation it was felt in some congressional quarters 
that some additional safeguards regarding acquisition and use of patents 
needed to be written into the act in order to forestall the possibility that 


someone might reap undue advantages from a technology so largely de- 
veloped with public funds. 


(a) Definition of prior art. Section 155*** specifies that “in connection 
with applications for patents covered by this Chapter, the fact that the 
invention or discovery was known or used before shall be a bar to the pat- 
enting of such invention or discovery even though such prior knowledge 
or use was under secrecy within the atomic energy program of the United 
States.” According to an express provision in the general patent law of the 
United States a person is not entitled to a patent if “the invention was 
known or used by others in this country . . . before the invention thereof 
by the applicant for patent.”"? But, although equivalent language has 
formed part of the controlling statutes at least since the patent act of 
1836,’* it cannot be said that the exact meaning of the phrase “known or 
used by others” had become completely clear and fixed. To be sure, in 
Gayler v. Wilder, the early leading case in point, Chief Justice Taney, 
speaking for the majority of the court, had taken the position that the 
words in question were not to be taken in their literal or absolute sense, 


legislative history at 7). It was placed on the Consent Calendar, but upon objection stricken 
therefrom on April 1, 1957. On June 27, 1957, Representative Nimtz re-introduced an identical 
bill as H.R. 8420, which was not acted upon before the adjournment on August 30, 1957. The 
proposed act is expressly intended “to stimulate private enterprise by encouraging private and 
Government exploitation of inventions and inventive contributions made by employees of 
Government contractors,” H.R. Rep. No. 148, 85th Cong., Ist Sess. 9 (1957), and to apply to 
inventive contributions “whether or not patented, unpatented or unpatentable.” 

141 68 Srat. 947 (1954), 42 U.S.C. § 2185 (Supp. IV 1957). 

142 29 SraT. 692 (1897), 35 U.S.C. § 102a (1952). 

143 Section 6 of the patent act of 1836 predicated the right of an inventor to a patent on 
the condition that the subject matter claimed was “not known or used by others before his 
. .. discovery or invention thereof.” 5 Strat. 119, c.357 § 6 (1836). Already the first American 
patent statute of 1790 had tersely specified that the purported invention was “not before known 
or used.” 1 Stat. 109, c.7 § 1 (1790) ; but the second law of 1793 had given a somewhat more 
complex regulation. On the one hand that act required that the invention for which a patent 
was applied was “not known or used before the application”; on the other hand, it recognized 
that it was a valid defense against an action on a patent “that the thing, thus secured by patent, 
was not originally discovered by the patentee, but had been in use . . . anterior to the supposed 
discovery of the patentee. . . .” 1 Stat. 319, 322, c. 11, §§ 1 and 6 (1793) (emphasis added). 
For a construction and reconciliation of these clauses see especially Pennock v. Dialogue, 27 US. 


(2 Pet.) 1 (1829); Shaw v. Cooper, 32 U.S. (7 Pet.) 292 (1833); cf. Reed v. Cutter, 20 Fed. 
Cas. No. 11,645 (C.C.D. Mass. 1841). 


14451 US. (10 How.) 476 (1850). 
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but had to be construed in the light of the overall statutory policies and 
objectives. Accordingly he concluded “that by knowledge and use the legis- 
lature meant knowledge and use existing im a manner accessible to the 
public.”** But his views had prompted impassioned dissents by some mem- 
bers of the tribunal’*® and, moreover, were questioned, at least to some 
extent, in a subsequent leading case." As a result, the problem of whether 
secret development and use of an invention may constitute anticipation 
barring a subsequent invention has remained in an unsettled and unsatis- 
factory state although modern text-writers have relied on the dictum of 
Gayler v. Wilder with apparent approval."** Accordingly, a specific clari- 
fication of the subject with respect to patents relating to the production 
and utilization of atomic energy could justly seem desirable, especiaily in 
view of the previous far-reaching secrecy of the atomic energy program in 
the United States. 

Actually, the section in question has been bitterly attacked by such an 
eminent authority in the field as former Commissioner of Patents Casper 
Ooms as an unnecessary and unwarranted departure from established prin- 
ciples of American patent law.’** But it would seem that the learned critic 
is not by far on as firm a ground as he asserts to be, and that a good deal 
can be said in defense of the policy of the act. Unfortunately, however, the 
draftsmanship of section 155 is not impeccable; especially the reference to 
“before” without clearly stating whether the time of the subsequent “in- 
vention” or merely of the application is intended might produce unneces- 
sary confusion. Greater harmony with 35 United States Code, section 102(a) 
would be preferable. It also has been suggested that the bar of the act is 
too stringent and that prior knowledge or use in connection with the atomic 
energy program should be anticipatory only if described in a paper pub- 
lished by the Technical Information Service of the Commission;*” but 
again it appears to be debatable whether such restriction is really beneficial. 

(b) Monopolistic misuse of patents. Section 158 of the act™™ contains 
a special provision relating to the case in which the owner of any patent 
for an invention of primary use in the utilization or production of special 
nuclear material or atomic energy is found by a court of competent juris- 

146 Jd. at 498 (Justice McLean), 501 (Justice Daniel). 

147 Coffin v. Ogden, 85 U.S. (18 Wall.) 120, 125 (1873). 


148 Watker, Patents § 60 (Deller ed. 1937); but contrast Curtis, Parents §§ 86, 87 
(4th ed. 1873). 

149 Ooms, Some Suggestions Relating to Patent Provisions in Atomic Energy Legislation 
to Protect the Public Interest, 38 J. Pat. Orr. Soc’y 38, 60 (1956). 

15° Cole, Patenting Nuclear Developments, 13 Nucuieontcs No. 4, 31, 34 (1955). Accord- 
ingly an amendment inserting a proviso to that effect in § 155 of the act has been proposed in 
H.R. 600, 85th Cong., 1st Sess. § 3 and H.R. 5694, 85th Cong., Ist Sess. § 14 (1957). See Zim- 
merman, Patents—Proposed Legislation on Section 155 of the Atomic Energy Act of 1954, 
26 Geo. WasH. L. Rev. 328 (1958). 

151 68 Stat. 947 (1954), 42 U.S.C. § 2188 (Supp. IV 1957). 
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diction to have intentionally used such patent in a manner so as to violate 
the federal antitrust laws. In such contingency the court may require the 
guilty owner to grant licenses to any other licensee of the Commission who 
demonstrates a need therefor subject to the payment of a reasonable roy- 
alty fee. This section which owes its origin to a senatorial afterthought’ 
and its purported improvement by the Conference Committee’ actually 
fulfills no special purpose and is likely to stifle rather than to facilitate the 
efficient administration of the antitrust laws. Compulsory licensing as a 
sanction for the employment of patents in antitrust violations has been 
recognized by the Supreme Court in a long line of adjudications’ and the 
limitations of the statute are only apt to embarrass the government in the 
pursuit of its consent decree practice and to foreclose the possibility of 
even more stringent sanctions.’ Calling the section merely “unnecessary” 


as has been done by another commentator”* is therefore actually a polite 
understatement. 


II 
NORMAL PATENT LAW AND NUCLEAR TECHNOLOGY 


It has been urged on diverse occasions and from various quarters that 
full and untrammeled application of the “normal” patent law should be 
restored to the atomic energy field.’ Intrinsically, nuclear technology pos- 
sesses no different patent aspects than other branches of inventive en- 
deavor. The sole problem peculiar to atomic science seems to concern the 
patentability of artificial elements and isotopes. The statutory catalogue 
of patentable subject matter recognizes only “manufacture” and “compo- 
sition of matter” as the basis for a possible product patent’ and it has 
been held that the isolation of a chemical element is not susceptible of 


152 See text to note 75 supra. 

153 See text to note 78 supra. 

154 Besser Mfg. Co. v. United States, 343 U.S. 444, 449 (1952) ; United States v. Gypsum 
Co., 340 U.S. 76, 93 (1950) ; United States v. National Lead Co., 332 U.S. 319, 335-51 (1947) ; 
Hartford-Empire Co. v. United States, 323 U.S. 386, 415-18 (1945), clarified, 324 US. 570 
(1945). 

155 Cf. United States v. General Elec. Co., 115 F. Supp. 835, 843 (D.N.J. 1953), and the 
discussions provoked by it: Report oF THE ATTORNEY GENERAL’s NATIONAL COMMITTEE TO 
Stupy THE ANTITRUST Laws 255-59 (1955) ; Diggins, The Patent-Antitrust Problem, 53 Micu. 
L. Rev. 1093, 1115 (1955); Note, A Study of Compulsory Licensing and Dedication of Patents 
as Relief Measures in Antitrust Cases, 24 Geo. Wasn. L. Rev. 223 (1955) ; Note, District Court 
Dedication of Patents to Public Use, 54 Cotum. L. Rev. 278 (1954) ; Note, Patent, Dedication 
as Antitrust Remedy: New Light on Hartford-Empire, 63 Yate L.J. 717 (1954). 

156 Ooms, Some Suggestions Relating to Patent Provisions in Atomic Energy Legislation 
to Protect the Public Interest, 38 J. Par. Orr. Soc’y 38, 61 (1956). 


157 See, e.g., WORKSHOPS ON LEGAL ProsLemMs or ATomic Enercy, U. or Micn. Law 
ScHooL 88 (1956). 
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product claims’ under either of these two concepts. But it could be argued 
convincingly that the thrust of this rule does not apply to new elements 
or element types which do not exist on earth and are entirely the result of 
man’s ingenuity. As the subject was discussed not long ago with lucidity 
and completeness by Mr. Dunlavey,’® reference to his exposition may suf- 
fice. Patent applications covering such matters are usually under secrecy 
orders. Consequently the attitude of the Patent Office is unknown to the 
author. 

Actually the special treatment patent-wise of nuclear inventions is dic- 
tated by policy considerations predicated on four different though inter- 
related factors: (1) the current state of nuclear technology is, in the main, 
the result of the expenditure of huge amounts of public funds; (2) even in 
times to come vast sums of public funds, in addition to private resources, 
will have to be spent in order to assure the necessary pace of development; 
(3) control of atomic information, at least in some respects, is required by 
the demands of national security; (4) a central government agency is 
needed as an information clearing house in order to save wasteful duplica- 
tions of efforts, concomitant with a completely private enterprise system. 

Sober reflection cannot but lead to the conclusion that the effects of the 
first of these indicated four factors must cease to operate as time progresses 
and the results of privately financed research and development add to the 
advance of atomic technology. The remaining three reasons apply, perhaps 
with variations in degree, also to other fields of scientific and experimental 
inquiry. The political and social realities of our day have forced the federal 
government, acting through thirty-five or so departments or agencies, to 
assume financial responsibility for more than half of the total national 
outlay for research and development.’® Since a large share of this activity 
is carried out by private industry or research institutions under contracts 
or grants, the attendant allocation of patent rights through appropriate 
clauses has become a matter of vital concern to the public. There seem to 
be no cogent reasons why the atomic energy field should be singled out 
for subjecting government contractors to a wholesale deprivation of patent 
rights regardless of the modality of their contributions such as that pre- 
scribed by section 152 of the act, or to particularly exacting patent clauses. 
It appears to be high time that the whole field of patent clauses for govern- 
ment contractors be carefully reviewed and made the subject of a uniform 


158 66 Stat. 101, 35 U.S.C. 101 (1952). 

159 General Elec. Co. v. De Forest Radio Co., 28 F.2d 641 (3d Cir. 1928). 
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L. Rev. 676 (1954). 

161 Cf. Honey, Federal Government Organization and Programs for Research and Devel- 
opment—an Overview, 17 Fep. Bar J. 216 (1957) ; Colman, Small Business and Research and 
Development, 17 Fev. Bar J. 285, 286 (1957). 
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overall legislative or executive policy directive. Only thus can the Ameri- 
can patent system be kept free from unwarranted corrosion. 
Unquestionably some of the most felt’ difficulties in, and limitations 
on, the exercise of normal patent rights stem from the secrecy regime gov- 
erning atomic energy information. The owner of inventions in the nuclear 
field finds himself in front of a double-barreled gun, viz., the secrecy pro- 
visions both of the general patent law and of the Atomic Energy Act. 
Involuntary’® secrecy of patent applications and consequent withhold- 
ing of the grant of patents thereon was first introduced into the American 
patent law by a special statute of 1917'™ as a war-time measure. Shortly 
before the entry of the United States into World War II the power to issue 
secrecy orders was extended to peacetime for a period of two years’® and 
supplemented by an amendatory act barring patent applications abroad 
except by special license and providing more effective sanctions.’ After 
the outbreak of World War II, the regime was continued for the dura- 
tion.’ In 1952, the Invention Secrecy Act of 1951'® recast the whole law 
pertaining to secrecy orders relating to inventions and placed it on a per- 
manent basis. The codification of the patent law which took place during 
the same year transferred this regulation, with slight modifications, into 
the general patent law.’ Under the current provisions, inventions in which 
the government has a property interest’”° as well as wholly privately-owned 
patent applications’ may be placed under secrecy orders in the interest 
of the national security and the grant of the patent withheld,’” such order 
barring the filing of foreign patent application except upon authorization 
by a license granted with the concurrence of the head of the departments 
or the chief officers of the agencies who requested the secrecy order.’” 
Individuals damaged by the secrecy order are entitled to compensation.’ 
In addition, the Atomic Energy Act provides that all data concerning 


162 See the revealing testimony of Dr. Starr, General Manager of the Atomics Interna- 
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(1) the design, manufacture or utilization of atomic weapons; (2) the pro- 
duction of special nuclear material; or (3) the use of special nuclear ma- 
teria] in the production of energy is “restricted data’’*** and, as such, “born 
classified” and subject to the information control by the Atomic Energy 
Commission.*”* 

The interrelation of the secrecy provisions of the patent law and the 
Atomic Energy Act is unfortunately quite confusing.’”* Where the AEC 
asserts the domestic title to the invention under section 152 of the Atomic 
Energy Act or the governing contract patent clauses and chooses to prose- 
cute the American patent application itself no particular problems arise to 
that extent. The Commission files the application with Division 70 of the 
Patent Office—the division in charge of the security laws administration— 
and transmits simultaneously a request for a secrecy order.’** But where 
the domestic title to the invention remains in a private individual the situ- 
ation is not so simple. Apparently, the fact that the application contains 
restricted data does not in itself bar a filing of a patent application with the 
Security Laws Administration Division of the Patent Office,”® provided 
that the regulations for external transmission of classified materials'*® are 
observed and that care is taken that the requisite request for a secrecy 
order is obtained.*** Of course, in such case the grant of the patent will be 
withheld until declassification and rescission of the secrecy order, the ap- 
plicant being entitled to compensation under title 35 United States Code 
section 183 unless waived. 

Additional difficulties arise with respect to foreign applications in the 


175 68 Strat. 922 (1954), as amended, 42 U.S.C. § 2014(r) (Supp. IV 1957). 
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classified area.’** Except where a bilateral international agreement provides 
for filing on a classified basis, the domestic inventor is barred from seeking 
a foreign patent until the information has been formally declassified unless 
he can eliminate the restricted data from his disclosure. Furthermore the 
mechanics of declassification imperil his foreign patent status and the co- 
operation of the AEC is needed to prevent publication which destroys pat- 
entability abroad.’** To be sure, the AEC has endeavored to assist domestic 
inventors in preserving their foreign rights,’*° but a special provision per- 
mitting foreign filing with the license from the AEC just ahead of formal 
declassification might obviate some of the unnecessary dangers. 


CONCLUSIONS 


The foregoing discussion had the purpose of showing that the patent 
regime in the atomic energy field suffers from three cardinal defects and 
requires legislative attention. (1) The special patent provisions of the 
Atomic Energy Act are to a large extent incongruous, superfluous and pro- 
ductive of unnecessary doubts and complications. (2) The secrecy regime 
of the act is too stringent and too rigid and requires adaptation to the 
patent protection of American industry abroad. (3) The patent policies of 
the Commission as practised in the contract clauses and dictated waivers 
of statutory rights appear to be too exacting and ought to be harmonized 


with those of other government departments responsible for research and 
development. 


183 See the discussion of the situation in the testimony by Dr. Starr, Development, Growth 
and State of the Atomic Energy Industry, Hearings Before the Joint Committee on Atomic 
Energy, 85th Cong., ist Sess. 203, 210 (1957) ; and the communication by the AEC, id. at 300. 
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